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OPERATIONAL DEFINITION OF TERMS
Creativity : Refers to the ability to surpass long-established ideas, patterns, 
Rules or relationships the like, and to generate significant 
innovative ideas,  methods, interpretations and forms. 
Collateral : Assets pledged by the business as security for a loan, so that in 
the event that the borrower defaults, the collateral may be sold, 
with the proceeds used to satisfy any remaining debt obligations
Entrepreneur :  A person starting or running a business.
Growth of MSMEs : It mean business progressing from its original state to 
expansion, more profit and employs more employees thus 
achieving MSMES goals and objectives.
Innovation : Refers to an engagement in creativity that results in introduction 
of new products, services and technologies.
MSMES                     : Refers to the size of enterprise that is basically denoted by the
number of employees as between 1-20 and the operational level
in management. 
Training : Refers to the intentional set of programs aimed at in calculating
skills, knowledge and attitudes for enhanced productivity.
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ABSTRACT
The main objective of the study was to establish factors determining performance of Micro,
Small  and Medium Enterprises  (MSMEs) business  situated  in  Gikomba  market  in  Nairobi
County. The study was guided by the following specific objectives; to determine how access to
infrastructure determine performances of MSMEs in Gikomba market in Nairobi county;  to
determine how availability of finances determine performances of MSMEs in Gikomba market
in Nairobi county, to examine how managerial experience determine performances of MSMEs
in Gikomba market  in Nairobi county and  to assess how the level  of education determine
performance of MSMEs in Gikomba market in Nairobi county. Stratified random sampling was
employed  to  select  125  business  traders  who  took  part  in  the  research  and  research
questionnaires were distributed. The research study used questionnaire to collect and gather
information  from  the  respondents  and  ensured  that  data  was  collected  in  line  with  the
objectives  of  the  study.  The  study  mainly  depended  on  the  data  that  was  provided  by
respondents. The  researcher  used  descriptive  research  design  targeting  different  business
traders  in  Gikomba  market.  Data  analysis  employed  was  both  quantitative  and  qualitative
procedures. The results were presented in tables and graphs and it’s from these presentations
that conclusions were drawn. The research will assist National government of Kenya in policy
creation, County government of Nairobi when formulating the county policies, Kenya Revenue
authority will benefit during tax compliance and future scholars in this field who would like to
venture  into  this  area  for  a  deep  research  will  get  a  leaf  to  borrow  from.  On  access  to
infrastructure  and  performances  of  MSMEs  the  findings  indicates  that  majority  of  the
respondents 74% felt that infrastructure determine performance of business while 26% of the
respondents felt that infrastructure does not determine performance of MSMEs.  Findings also
showed that if Nairobi County government can improve on infrastructure MSMEs in Gikomba
market can gain new clients, repeat clients can be retained, access of business could be easier
and increase in volume of stocks. The study established that most respondents obtained their
initial  capital  from sources  that  were  not  attracting  little  or  no interest  rates  like  personal
savings or borrowing from relatives and friends. The study further established that respondents
strongly agree that knowledge on how to manage business determine MSMEs performances in
Gikomba market because knowledge is paramount for one to manage business. On level of
education  the  study established  that  majority  of  respondents  agree  that  level  of  education
determine  performance  of  MSMEs  in  Gikomba  market  the  study  further  established  that
majority  of  respondents  have  never  attended  any  training  or  refresher  course  on
entrepreneurship. The study concluded that access to infrastructure determine performances of
MSMEs in Gikomba market in Nairobi;  availability of finances determine performances of
MSMEs  in  Gikomba  market  in  Nairobi  County,  managerial  experiences  determine
performances of MSMEs in Gikomba market in Nairobi County and the level of education
determine performance of MSMEs in Gikomba market in Nairobi County. Limitations of the
study included uncooperative MSMEs some were not willing to answer the questionnaires due
to fear of unknown and their daily workload.  The study recommended that the government,
financial  institution,  Ministry  of  education  and  nongovernmental  organization  should  start
offering  basic  business,  entrepreneurial  and  financial  management  skills  as  this  will  aid
entrepreneurs  to  exploit  available  business  opportunities.  To facilitate  generalization  of  the
findings,  this  study  recommends  that  another  study  be  carried  on  factors  determining
performances of MSMEs in rural settings in Kenya. 
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CHAPTER ONE
INTRODUCTION
1.0 Introduction 
This  chapter  mainly  covers  on  the  background  of  the  study,  statement  of  the  problem,
objectives of the study, specific objectives, research questions, justification of the study, scope
of the study and chapter summary.
 1.1 Background of the study 
MSMEs  business  operations  are  important  and  contribute  to  a  higher  percentage  towards
economic  growth of the country by offering employment  opportunities  among the citizens
Onyango et al, (2008). MSMEs businesses are personal institutions individually managed and
others run by partners at  smaller  percentage.  They can be rated as per number of workers
output assets and net profit they grow depending on regional economy. 
MSMEs are believed to be important both to the individual and to the nation at large they hold
economy  of  the  country  Bwisa,  (2011).  MSMEs  provide  employment  to  individual  and
normally  raise  the  economy  and  community  development  for  employees  and  employers.
Towards  the  nation  MSMEs  complement  large  scale  modern  sectors  by  making  use  of
agricultural and raw materials that are regarded as waste, MSMEs normally serve limited or
closed markets  that  warrant  only small-scale  productions.  MSMEs conduct  mobilization of
resources which are normally left out of the mainstream formal mobilization channels and they
provide  the  sufficient  platform  for  take-off  into  large  scale  modern  production  by  many
indigenous Kenyans. 
According to Islam, Khan, Obaidullah & Alam, (2011) Micro and Small Medium Enterprises
(MSMEs)  are  highly  regarded  as  powerfully  engines  for  economic  development  and
empowerment  for many countries  economic  growth in the world.   Since time immemorial
many MSMEs have shown interest in the need to start business. This has been brought by the
current changes in the economy. Many people after finishing schools are unable to get formal
employment. Because they need a source of income to raise standards of living to themselves
plus their families, they normally go into business to earn a living.
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MSMEs sector acts as pillar to the source of living to a large population of people who are not
in position to gain entry to formal employment in the market and increases the country national
output Nitcher & Goldman, (2009). Kenya is faced by one of the greatest challenges creation
of productive employment for its  growing population.  MSMEs have greatly assisted in the
employment  of  biggest  population  of  Kenyans  who  have  not  been  able  to  get  formal
employment  in  the  current  market.  Currently  the  government,  private  sector  and  foreign
organisations  are  retrenching  and  downsizing  which  has  forced  formal  employment  to
decrease.  Because  of  retrenchment  and  downsizing  it  has  prompted  many  people  to  start
MSMEs in order to boost their  livelihood and hence boost economic development  of their
county.
In the world MSMEs have been identified as the stepping stones for industrialization. United
States of America and the United Kingdom which have strong and healthy economies regard
their development and growth due to the MSMEs that have been established. In Sub Saharan
Africa MSMEs cover 95% of all business and their great significance cannot be underestimated
Ihua,  (2009).  In European economy Micro,  Small  and Medium-sized enterprises (MSMEs)
play a major  act  in the European economy development.  MSMEs are the major source of
entrepreneurial new products development ideas, new skills and employments opportunities.
Around 0.2 % of enterprises which operated in the European Union-28 non-financial business
sector in 2016 were MSMEs. These MSMEs employed 93 million people, accounting for 67 %
of total employment in the European Union-28 non-financial business sector and generating 57
% of value added in the European Union -28 non-financial business sectors. Almost all (93 %)
of  the  MSMEs were  micro  SMEs employing  less  than  10 persons  European  commission,
(2016/2017). 
MSMEs in Britain support the economy to great extent. According to Department for Business,
Enterprise & Regulatory Reform (BERR)’s Enterprise Directorate  of Analytical  Unit  in the
United Kingdom (UK) 99% of the United Kingdom economy MSMEs is employing 14 million
people. United Kingdom turnover and Gross Domestic Product (GDP), MSMES report about
1.48 trillion sterling (British Pounds). MSMEs with one employee perform better than the large
United Kingdom organisations in terms of productivity despite having meagre resources, little
support and are being largely left out. 52% of employment in UK is by large UK Corporations
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which  has  over  250  employees  thus  the  UK  economy  is  largely  supported  by  MSMEs
performance and improving performance will have positive impact on the whole UK economy.
Micro  Small  and  Medium  Enterprises  is  the  cornerstone  of  Singapore’s  economy  which
normally  contributes  47%  of  the  country’s  GDP  and  generate  62%  of  available  jobs  in
Singapore’s Rowe, (2008).
The MSME sector in Kenya has over the years been recognized for its role in provision of
goods and services, enhancing competition, fostering innovation, generating employment and
in effect, alleviation of poverty. The crucial role of MSMEs is underscored in Kenya's Vision
2030 the development blueprint which seeks to transform Kenya into an industrialized middle-
income country, providing a high-quality life to all its citizens by the year 2030. The MSMEs
sector  has  been  identified  and  prioritized  as  a  key  growth  driver  for  achievement  of  the
development blue print Kenya National Bureau of Statistics, (2016). Economic planners for the
last 10 years have become fully aware of the Medium Small and Medium Enterprises which
has helped in achieving economic development.  To promote broader engagement of private
sector many governments and developments organizations have interest on the promotion of
MSMEs in their country.
Micro  Small  and  Medium  Enterprises  (MSMEs)  constitute  of  businesses  which  employ
between one and forty-nine workers. MSMEs are fully functional in all sectors of the economy
like  manufacturing,  services  and  trade  subsectors  Nyang’ori,  (2010).  They  range  from
unregistered  businesses,  which  are  commonly  referred  to  as  Jua  Kali  enterprises.  MSMEs
which are registered (or formalized) small-scale businesses consist of supermarkets, wholesale
shops and transport business. In our country majority of the MSMEs are micro enterprises with
consists  of less than 10 employees,  but 70% of enterprises are one-person enterprise.  This
means that majority of MSMEs entrepreneurs are functioning at the bottom of the economy,
with remarkable percentage of Kenyans falling among the 53 percent of population which live
below the poverty line of one USD per day. 
Capital invested in MSMEs normally differ as little as one thousand Kenyan shillings to over 5
million Kenyan shillings based on the nature of the business. In Kenya, micro-enterprises have
10  or  fewer  workers,  small  enterprise  is  composed  of  11  to  50  workers,  while  medium
enterprises have from 51 to 100 workers. According to Colombo & Cassar, (2014) business
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enterprises owners can improve their ability by assessing opportunities obtaining knowledge
about their business environment and from experience. MSMEs censuses showed that micro-
enterprises contributed the lion's share of enterprises and contribute significantly to the Kenya
economy while there are a few medium enterprises.  Micro Small  and Medium enterprises
constitute a variety of enterprises, village handicraft makers, small machine shops, restaurants
and computer software shops firms that dominate a wide range of sophistication and skills and
operate  in very difficult  markets  and social  environments.  MSMEs provide employment in
rural areas and poor regions in Kenya Bowen, Morara & Mureithi, (2009).
1.1.2 MSMEs in Gikomba Market in Nairobi County
The purpose of the study was to explore factors that determine performance of Micro, Small
and Medium Enterprise in Gikomba market in Nairobi County. Gikomba market takes a central
role in propagating the Kenya’s economy government of Kenya is keen on empowering the
youth  and  women  by encouraging  them to  run  small  business  Economic  Review, (2014).
Gikomba  market  main  business  operation  are  mainly  in  second  hand  clothes  (Mitumba),
hardware’s,  furniture’s,  fruits,  beverages,  cereals,  vegetables  and poultry.  Stratified  random
sampling  was  employed  to  select  125 business  traders  who took part  in  the  research  and
research questionnaires were distributed.  The study mainly depended on the primary data that
was  provided  by  respondents. The  researcher  used  descriptive  research  design  targeting
different business traders in Gikomba market. 
1.2  Statement of the Problem
In Kenya Micro, Small, Medium Enterprise sector (MSMEs) has been recognized throughout
developing  countries  as  an  engine  to  development  and  as  a  vehicle  towards  fulfilling  the
Millennium Development  Goals  (MDGs) adapted  in  the  UN Millennium Summit  in  2000.
Chief among these goals is the reduction of poverty and the assistance of developing countries
in  the  areas  of  wealth  creation  and  the  improvement  of  living  standards.  Study  done  by
Federation of Kenya Employees, (2003) for various studies carried out shows that most Micro,
Small, Medium Enterprise sector die between 1 and 5 years as opposed to Western Countries
where the death gap is between 5 and 10 years or more.  According to Kenya Session Paper
No.2 of 2005, three out of five SMEs fail within first 3 years of operations. The high rate of
SMEs failure in the country shows poor performance and lack of ability to remain competitive.
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Micro, small and medium Enterprises are affected by a host of factors like limited capital, poor
managerial skills, lack of proper physical infrastructure and low education level among other
variables as key factors affecting performances of MSMEs. According to Equity Bank, (2012)
MSMEs  face  competition  not  only  from  their  peers  but  also  from  large  corporations
participating in niche markets which are normally regarded as a preserve for small business.
This prompted the researchers to study the factors that determine performances of MSMES and whether
it has direct or indirect influences on MSMEs performance with focus on MSMEs in Gikomba Market
Nairobi County.
Studies have been conducted on Micro, Small  and Medium Enterprises focusing on factors
determining performance of MSMEs in Kenya.   Research conducted by Nyang’ori, (2010) on
factors determining performance of Micro and Small Enterprises in City Bus Park in Kisumu
town.  Kyenze, (2016) conducted a research on factors influencing performance of small scale
business of Tawa Sub County in Makueni County. Study conducted by Muthini, (2015) on
factors influencing performance of Micro, Small and Medium Enterprises (MSMEs) owned by
women in Muthurwa market, Nairobi county. Though the said studies dwelt on performance,
they were done in their specific areas and covered specific objectives. 
Research conducted by Nyang’ori, (2010) on MSMEs in Kisumu town specific to that area and
Kyenze, (2016) study covered on the informal sector in Tawa Sub County Makueni  County.
Study conducted by Muthini, (2015) only considered performance of women entrepreneurs and
mainly  left  male  entrepreneur. These  studies  have  been done in  urban centres  of  Nairobi,
Kisumu  and  Makueni.  Gikomba  is  Kenya’s  largest  open-air  market  and  receives  tens  of
thousands  of  visitors  trading,  buying  goods,  hawking,  meeting  or  just  trying  to  survive.
MSMEs in Gikomba market employ huge population of Kenyans. Their positive performance
can bring hope to the problem of unemployment in Nairobi County. This study investigated the
factors  that  determine  performance of  Micro,  Small  and Medium Enterprises  (MSMEs) in
Gikomba market in Nairobi County.  
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1.3 Objectives of the study
1.3.1 General objective
The general objective of the study was to explore the factors determining performances of 
Micro, Small and Medium Enterprises (MSMEs) with a survey study focusing on MSMEs in 
Gikomba market, Nairobi County.
1.3.2 Specific Objectives.
The study achieved below specific objectives
i. To determine how access to infrastructure determine performances of MSMEs in 
Gikomba market in Nairobi County
ii. To determine how availability of finances determine performances of MSMEs in 
Gikomba market in Nairobi County. 
iii. To examine how managerial experience determine performances of MSMEs in 
Gikomba market in Nairobi County
iv. To assess how the level education determine performance of MSMEs in Gikomba 
market in Nairobi County.
1.4 Research Questions
The study was guided by the following research questions.
i. How does infrastructure determine performances of MSMEs in Gikomba market in 
Nairobi County?
ii. To what extent does finance determine performances of MSMEs in Gikomba market in 
Nairobi County? 
iii. How does managerial experience determine performances of MSMEs in Gikomba 
market in Nairobi County?
iv. To what extent does level education determine performance of MSMEs in Gikomba 
market in Nairobi County? 
1.5 Significance of Study.
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The  research  findings  helped  to  achieve  better  understanding  of  factors  determining
performance of Micro, Small and Medium Enterprises in Gikomba market in Nairobi. This
may  enable  focused  intervention  strategies  and  coordinate  efforts  aimed  at  facilitating
performance of Micro, Small  and Medium Enterprises companies in Kenya. Growth of the
sector may go a long way in helping solve problems of unemployment, poverty reduction and
increase  rural  incomes  through  value  addition.  The  research  project  will  assist  different
stakeholders in Kenya below are some of the stakeholders that will benefit.
The research will assist National government of Kenya in policy creation that will create a
conducive  environment  for  the  Micro,  Small  and  Medium  enterprises  which  can  expand
business  growth  and  improve  social  standard  for  Kenyans.  The  research  will  also  be  of
importance to the County government of Nairobi when formulating the county policies where all
traders  in  the  county  including  micro  small  and  medium  entrepreneurs  will  be  taken  into
consideration. 
Research will assist Kenya Revenue authority during tax compliance and reaching out to some
MSMEs who are not aware as per Kenya law they have an obligation to pay taxes.  Future
scholars in this field who would like to venture into this area for a deep research will get a leaf
to borrow from. The research findings will be important and will serve as a source of reference
to future scholars. 
1.6 Scope of the Study
The study was limited to the factors determining performance of Micro, Small and Medium
Enterprises in Gikomba market in Nairobi County.  The research was conducted in Gikomba
market which is in Kamukunji Constituency in Nairobi County.  The business operations are
mainly in food vendors, textiles and Second hand clothing, grocery vendors, shoes, workshops
and  hardware  shops  and  cafeterias.   Researcher  distributed  questionnaires  to  a  sampled
population of 125 MSMEs in Gikomba market. The study mainly depended on primary data
that was provided by respondents.  The study achieved the following specific  objectives;  to
determine how access to infrastructure determine performances of MSMEs in Gikomba market
in  Nairobi  county;  to  determine  how  availability  of  finances  determine  performances  of
MSMEs  in  Gikomba  market  in  Nairobi  county,  to  examine  how  managerial  experience
determine performances of MSMEs in Gikomba market in Nairobi county, to assess how the
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level of education determine performance of MSMEs in Gikomba market in Nairobi county.
The study scope took approximately 8 months from February to September, 2018. 
1.7 Chapter Summary
This chapter has outlined the background of the study on factors determining performance of
Micro,  Small  and Medium Enterprises  in  Gikomba  market  in  Nairobi  County.  It  has  also
reviewed  the  statement  of  the  problem,  the  objectives  of  the  study,  research  questions,
justification or significance and scope of the study. 
CHAPTER TWO
8
LITERATURE REVIEW
2.0 Introduction
 The  chapter  aims  to  look  at  the  theoretical  literature  review, empirical  literature  review,
summary  and  research  gaps,  conceptual  framework,  operationalization  of  variables  and
summary.
2.1 Theoretical Literature Review
Literature review it is a collection of interrelated ideas which are based on theories. According
to Kombo, (2006) it is a seasoned set of propositions which are obtained and assisted by data
or evidence. The study was guided by the following theories Resource based view theory,
Balance Score Card and Schumpeter’s Theory of Innovation.
2.1.1 Resource Based View Theory
The  resource  based  theory  is  a  managerial  system  which  is  used  to  decide  the  strategic
resources with the capacity to provide comparative advantage of an organization. Organization
resources can be put into use by the firm to gain sustainable competitive advantage.  Grant, R,
M,  (1980)  the  proponent  of  the  theory  viewed  the  principal  developments  in  master  plan
analysis which focused upon the link between strategy and external environment. The theory
main emphasis is that firm’s resources are fundamental determinants of competitive advantage
and performances in organization.  
 Theory  argues  that  enterprises  possess  resources,  which  act  as  subset  of  which  enables
organization to accomplish competitive advantage, and a subset of those that guide to superior
long-term performance of the organization. Organization resources that are valuable and rare to
get can lead to the creation of competitive advantage and advantage can be sustained over
longer periods of time to the extent that the firm is able to curb against resource reproduction.
It  embraces  two  main  assumptions  in  examining  sources  of  competitive  advantage.
Sustainable competitive advantage requires enduring benefits through capabilities that are not
easily imitated Killen et al., (2012).
 According to Grant if all firms in a market have the same stock of resources no strategy is
available to one firm that would not also be available to all other firms in the market.  The
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assumed  heterogeneity  and  inability  are  not  however,  enough  conditions  to  maintain
competitive advantage. Firm resources must be in addition, be valuable, rare, and imperfectly
imitable and substitutable to be source of a sustained competitive advantage. The Resource
Based  view  theory  has  developed  very  interesting  contributions,  among  others,  regarding
imitation with the concepts of isolating mechanisms.  Resources Based View theory (RBV)
with organizational economics and dynamic capabilities approach or to utilize the equilibrium
models  of  industrial  organization  to  explain  the  origins  of  heterogeneity.   According  to
Kraaijenbrink et a., (2010) there is a need for analysis within firm boundaries of the internal
processes of managing resources. A key aspect is the recognition that heterogeneous human
capital is a critical underlying mechanism for capabilities.
According to Killen  et al., (2012) the resources and the competitive environment condition
firms’ strategy and performance in turn affect the competitive environment and resources, and
all  these  changes  normally  generate  new  information  which  in  turn  creates  new  learning
opportunities and may lead to the creation and development of new resources. Strategy is an
ongoing step of actions and reactions which is normally conditioned in the firm resources and
competitive environment, which in turn become exogenous events in the environment of other
firms.
Figure  2.1  shows  the  resource  and  the  competitive  environment  condition  firm’s  strategy
diagram.
 
Resources
    Strategy (Competitive behaviors)          Sustained Competitive 
Advantage Performance
Competitive environment
 
Figure 2.1: Resource and the competitive environment condition firm’s strategy diagram.
Source: Grant R.M (1980)
10
Organization resources include all those assets like organizational processes, firm attributes,
information and knowledge which are normally controlled by organization that enable the firm
to conceive and implement organization strategies. 
Competitive environment identifies five forces which include bargaining power of suppliers
and customers,  threat  of new entrants and substitution  and finally, threat  of rivalry among
current  competitors.  Customers  normally bargain  for  the value  created  by the firm market
power perspectives and their decision is based on the value of the product which is through
their  willingness-to-pay efficiency  perspective.  Strategy is  a  major  passage  of  connections
between the organizations resources and competitive environment.  On the one hand, strategy
acts as a fulcrum in the deployment of firm resources in the competitive environment with the
aim to generate sustained competitive advantage in organization Crook et al., (2008).
Performance  in  organization  is  viewed as  profit  which  is  more  than  the  cost  of  capital,  it
depends up on the appealiness of the industry in which the organizations carry its functions
(industry-effect  on  performance)  and  the  organization  competitive  advantage.  Having  a
competitive advantage does not result automatically to better performance in organization by
comparison with the breakeven competitor in the industry. Firm’s strategy is part of product
pricing. When organization is conducting its product price the firm is normally influenced by
its  competitive  environment  also  bargaining  power  of  organization  customers  and  current
prices of competitors and reaction of competitors to the chosen price are some of things which
influence product price. Makadok, (2011) argues that although the RBT’s focus on competitive
advantage  has  been  useful  in  helping  to  understand  some  sources  of  interfirm  profit
differentials, it is limiting because competitive advantage is not the only causal mechanism by
which profit can be generated.
2.1.2 Schumpeter’s Theory of Innovation
According to Schumpeter’s, (1934) Theory of Innovation is in line with the other investment
theories of the business cycle, which asserts that any change in investment accompanied by
monetary expansion are the major factors behind the business fluctuations in organization, but
however,  Schumpeter’s  Theory  posits  that  innovation  in  business  is  the  major  drive  for
increased investments growth and business fluctuations in any given organization. 
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According to Schumpeter, the cyclical step is almost exclusively the result of innovation of the
enterprises,  both in  industrial  and commercial.  By innovation it  means,  the changes in the
methods  of  the  way  the  production  is  done  like  transportation  methods,  new  product
production, change of the industrial organization and setting up of a new market. According to
Tidd  et  al., (2013)  innovation  does  not  mean  invention  but  it  refers  to  the  commercial
implementation of organization new technology, new material, new methods and new sources
of energy in the organization daily operations. 
The innovative theory happens to be the most famous theories of entrepreneurship used all
around the world Schumpeter’s view that entrepreneurs are innovators, people who generate
ideas  and embody those ideas  in  high-growth companies.  According to  Christensen  et  al.,
(2007) innovation is best explained by three theories. According to the author, the innovation
process is complex, and its theories help to better understand the application of innovation.
These  are  the  theories  of  disruptive  innovation,  resources,  processes  and  values,  and  the
evolution  of  the  value  chain. The  main  purpose  of  the  entrepreneurs  is  to  improve  or
revolutionize the patterns of productions in the organization.  Entrepreneurs normally utilize an
invention or, more generally, an inexperienced technological with possibility of producing a
new commodity or producing the old one in a new way or coming up with a new source of
supply of materials or creating a new outlet for products, by restructuring an industry. 
The entrepreneur is an innovator and they can act with much confidence beyond the range of
familiar beacons in their surroundings.  According to Tidd et al., (2008), they emphasize that
innovation  can  be  divided  into  dimensions,  according  to  the  degree  of  novelty  involved.
According to Schumpeter’s entrepreneur characteristics task theoretically as well as historically
and consists precisely in breaking up old tradition of doing things and creating new tradition
among themselves.  Schumpeterian entrepreneurship is all  about innovation and ambition to
turn  small  businesses  into  big  ones  that  can  benefit  a  big  group.  Schumpeter  had  much
confidence  that  creativity  or innovation is  a  major  factor  in  any  entrepreneur’s  field  they
specialize. Schumpeter  argued  that  knowledge  normally  help  an  entrepreneur  to  become
successful. He believed that development is composed of processes which normally consist of
reformation  of  various  equipment’s  of  productions  outputs,  marketing  and  industrial
organizations. 
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Schumpeter  view  on  innovation  along  with  knowledge  as  main  catalysts  of  successful
entrepreneurship believed that creativity was important if an entrepreneur was in any way to
accumulate  a  lot  of  profits  in  a  heavily  competitive  market  within  his/her  surroundings.
According to Fagerberg, (2009) benefit of innovation is that it can generate higher revenues for
enterprises. Schumpeter concept of innovations corollary development normally embraces five
functions introduction which include new goods, introduction of a new method of productions,
opening of a new market, conquest of a new source of supply of raw materials and carrying out
of  a  new organization  of  any industry.  Schumpeter  constituted  a  combination  of  different
concepts of entrepreneurship and in his plan of innovation he included elements of risk taking,
superintendence and co-ordination. Schumpeter has developed model in two stages to explain
his business cycle of theory of innovation, i.e. first approximation and second approximation.
The first  approximations  mostly stress on the primary impacts  of innovatory ideas and the
secondary estimate was dealing with the subsequent responses which are obtained from the
applications of the innovations. 
Schumpeter’s  theory  of  innovation  experienced  criticisms  it  is  not  only  difficult  but  also
ineffective  to  accomplish  the  objective  assessment  of  Schumpeter’s theory of  the  business
cycle  because  its  arguments  are  more  established  on  sociological  factors  rather  than  the
economic  factors.  Schumpeter’s  theory  does  not  basically  differ  from the  over-investment
theory; it mostly differs only in the respect of the cause of difference in investment when the
economy of any given country is in stable equilibrium. Like other theories of the business
cycle,  Schumpeter’s  theory  itself  leaves  out  other  factors  that  cause  fluctuations  in  the
economic activities and innovation may not be the sole factor, rather it is the only one of the
fluctuations in the economy. Despite these shortcomings on Schumpeter’s theory of innovation
the theory is mostly widely agreed in the modern economy and is normally used to guide the
economic  fluctuations. Many  business  people  are  in  support  of  the  theory  because
collaboration of employees should be innovative enough to create or maintain state of the art
production process in enterprise Fagerberg, (2009).
 2.1.3 The Balance Scorecard
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Balanced scorecard is a management system that enables organizations to translate the vision
and strategy into action.  This system provides feedback on internal  business processes and
external  outcomes  to  continually  improve  organizational  performance  and  results.  The
Balanced Scorecard was developed by Robert Kaplan and David Norton (1996). The Balanced
Scorecard has been translated and effectively implemented in both the non profit and public
sectors.  Success  stories  are  beginning  to  accumulate  and  studies  suggest  the  Balanced
Scorecard is of great benefit to both these organization types.
Kaplan et al., (1996) the Balanced Scorecard as a tool for organisations to manage the demands
of relevant stakeholders and to translate strategies into action. Possible stakeholders that are
strategically relevant could be shareholders, customers or employees Monsen & Van, (2007) .
Their  demands  are  integrated  into  core  management  of  companies  so,  the  frame  of  the
Balanced Scorecard consists of four perspectives. 
Figure 2.2 shows the methodology of the Balanced Scorecard.
Figure 2.2 : The methodology of the Balanced Scorecard (Kaplan and Norton, 1997, p. 9)
Source : Kaplan and Norton, 1997
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Finance
How should we act towards 
our shareholders in order to 
be financially successful?
Vision 
Strategy
Customers
How should we act towards 
our customers in order to 
realize our objectives.
Internal Processes
In which business processes 
we have to be the best in 
class to satisfy our 
shareholders and customers.
Learning and Development
How can we foster our potentials 
to change and growth in order to 
realize our visions.
Each perspective consists of relevant strategic goals, indicators and measures to achieve them.
One should emphasize the fact that the concept remains open for integrating further relevant
stakeholders or perspectives, e.g. an environmental perspective Monsen & Van, (2007). When
conceiving the BSC, Kaplan and Norton, maintained that companies lack sophisticated tools
for the management of intangible or qualitative assets (e.g. customer satisfaction, processes
quality,  infrastructures,  know-how).  Intangible  assets,  however, seem vital  in  order  to  stay
competitive  in  the  future.  So,  the  Balanced Scorecard  provides  enablers  that  focus  on  the
achievement  of  strategic  goals  in  the  future  leading indicators as  well  as  results  lagging
indicators to depict the effectiveness and efficiency of measures in the past. Strategies can be
usually interpreted as a set of hypotheses of causes and effects. So within a BSC the relevant
goals and corresponding indicators are linked to each other revealing this structure of causal
relationships. Such relationships are both relevant within each perspective and also between
them.  Objectives  of  the  learning  perspective,  for  instance,  serve  as  enablers  for  the
achievement of goals of the other overarching perspectives 
The Balance scored card was originally created primarily as a measurement system and as an
answer to a criticism concerning the unilateral measurement of the performance ability of a
company. It was organised through four different perspectives:  The financial perspective: to
succeed financially, how should we appear to our shareholders. Examples of this perspective
include financial ratios and various cash flow measures. The customer perspective: to achieve
our vision, how should we appear to our customers? Examples of this perspective include the
amount  of  time  spent  on  customer  calls  and customer  survey data  Balunywa,  Sejjaaka  &
Ntamu  (2012).  The  internal  perspective: to  satisfy  our  shareholders  and  customers,  what
business processes must we excel at? The internal business processes that are often classified
as mission oriented and support oriented. Examples of this perspective include the length of
time spent prospecting and the amount of rework required.
The learning perspective: to achieve our vision, how will we sustain our ability to change and
improve? Includes employee training and organizational attitudes related to both employee and
organizational improvement. Examples of this perspective include the amount of revenue that
comes from new ideas and measures of the types and length of time spent training staff. The
starting point of the Balanced Scorecard is the vision and the strategy of a company. The BSC
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takes the vision and the strategy as a given - the BSC should translate a business unit’s mission
and strategy into tangible objectives and measures. The measurement focus of the BSC is used
to  accomplish  the  following  management  processes.  Clarifying  and  translating  vision  and
strategy,  communicating  and  linking  strategic  objectives  and  measures,  Planning,  setting
targets  and  aligning  strategic  initiatives  and  enhancing  strategic  feedback  and  learning.
According to Balunywa, Sejjaaka and Ntamu (2012) the measures function as a link between
the strategy and operative action. The core question is the selection of goals and measures to
monitor the implementation of the vision and the strategy.
According to Samir Ghosh, Subrata Mukherjee, (2006) the Balanced Scorecard provides the
cornerstone for a new strategic management system. The scorecard enables organizations to
introduce new governance and renew process focusing on strategy. It does not rely on short-
term financial measures as the sole indicators of performance. 
There are many benefits and challenges to the balanced scorecard. The primary benefit is that it
helps organizations translate strategy into action. By defining and communicating performance
metrics  related  to  the  overall  strategy  of  the  company,  the  balanced  scorecard  brings  the
strategy to life. It also enables employees at all levels of the organization to focus on important
business drivers Achanga, Shehab, Roy and Nelder (2006). The main challenge of this system
is that  it  can be difficult  and time-consuming to implement.  Kaplan and Norton originally
estimated that it would take an organization a little more than two years to fully implement the
system throughout the organization. Some organizations implement it quicker, for some it takes
longer.  The  bottom  line  is  that  the  balanced  scorecard  requires  a  sustained,  long-term
commitment at all levels in the organization for it to be effective. There are many benefits and
challenges to the balanced scorecard. The primary benefit is that it helps organizations translate
strategy into action. By defining and communicating performance metrics related to the overall
strategy of the company, the balanced scorecard makes the strategy come alive. It also enables
employees at all levels of the organization to focus on important business drivers Egbetokun,
Adeniyi and Siyambola (2010).
16
 2.2 Empirical literature review
Studies have been conducted on Micro Small Medium Enterprises focusing on performance of
MSMEs. Study conducted by Nyang’ori, (2010) on factors influencing performance of Micro
and Small  Enterprises in City Bus Park,  Kisumu town.  A research conducted by Kyenze,
(2016) in Tawa Sub County, in Makueni on factors influencing performance of small  scale
business. Muthini, (2015) conducted a research in Muthurwa market, Nairobi county on factors
influencing  performance  of  Micro,  Small  and  Medium  Enterprises  (MSMEs)  owned  by
women. 
Research  conducted  by Kyenze,  (2016)  on  factors  influencing  performance  of  small  scale
business of Tawa Sub County Makueni county and the main objectives was established how
entrepreneurial  skills  influence  performance  of  small  scale  business,  how  competition
influence performance of small scale business, how financial resources influence performance
and to establish whether business laws influence performance of small scale business in Tawa
Sub County  in  Makueni  county.  The  study found that  existing  business  and new entrants
normally  influence  small  scale  business  in  Makueni  County.  According to  Kyenze,  (2016)
study  concluded  that  entrepreneurial  skills,  competition,  financial  resources  and  county
business laws are major factors that influence growth of small scale business.
The study findings revealed that skills in entrepreneurial has influence on performance of small
scale business. Any individual to start a small business he/she ought to have some knowledge
on how to conduct business, most entrepreneurs in small business start their business because
they have some experience in business, and for one to start a small business, one ought to be
educated. However, the findings reveal that for small scale business do not need to be expert in
business. The findings further reveal that competition influence performance of small  scale
business.  The  study  further  revealed  business  in  existence  and  new  entrants  have  great
influence on the establishment of small business enterprises Kyenze, (2016).
The findings further revealed that new business ventures in the market are well prepared and
make the industry very competitive and cause a decline in profit of the already established
business. The finding further revealed that successful entrepreneurs take away customers from
the existing competitors Kyenze, (2016). The study revealed that financial resources influence
performance of small scale business. The findings reveal that cost of financing and source of
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financing have great influence on small scale business. The study findings also revealed that
county business laws have influence on performance of small  scale business. The findings
further revealed that the county regulations,  number of licenses and county taxes influence
establishment of small business enterprises significantly Kyenze, (2016).
Research conducted by Muthini, (2015) on factors influencing performance of Micro, Small
and Medium Enterprises (MSMEs) owned by women in Muthurwa market, Nairobi county had
objectives, to establish how capital, level of education, domestic commitment and competition
influenced the performance of MSME owned by women in Muthurwa market, Nairobi county
Kenya. Muthini, (2015) in her study found out that majority of the women 29(58%) had access
to capital from their friends, 8(16%) from family savings, 7(14%) from bank loans and lastly
6(12%) from personal savings. 
It concluded that majority of entrepreneurs borrow amongst themselves and a few 14% borrow
from  the  banks  meaning  that  collateral  and  other  documentation  required  from  these
institutions is a challenge to access credit facilities. The study found that because of lack of
education or low levels of education acquired among entrepreneurs brings about the lack of
entrepreneurial skills and poor managerial on MSMEs. Due to lack of education management
approach is based on trial  and error style  likely to be more intuitive than analytical,  more
concerned  with  day-to-day  operations  than  long-term  issues,  and  more  opportunistic  than
strategic in its concept Muthini, (2015).
The  study  found  that  majority  of  the  women  17(34%)  have  completed  secondary  school,
16(32%) without basic education, 13(26%) have completed primary school education, while
only 4(8%) have attained college or university level of education. This means that 31 (60%) of
the  respondents  have  acquired  basic  education  which  is  key  to  business  management  and
performance, hence imparting skills in entrepreneurship to this group of respondents can be
highly successful Muthini, (2015). About 26(52%) which is majority of women have 3-5year
old children, followed by 9(18%) with children who are over 5 years, followed by those with
none 8(16%) and lastly 7(14%) with 3-5-year olds. From the study it indicated that majority of
these women are from households with pre-school children who limit  their  participation in
business activities Muthini, (2015).
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Study conducted by Nyang’ori,  (2010) on  factors  influencing performance of Micro Small
Medium Enterprises in City Bus Park in Kisumu town had objectives to identify the extent to
which the socio- cultural  background of the entrepreneur  influences the performance of an
MSMEs and how performance of MSMEs is associated with the characteristics of the business.
The  study  also  examined  the  Government  Policy  and  Legislative  processes  that  normally
influence the performance of the MSMEs sector.
According to Nyang’ori, (2010) study found sole proprietorships to be performing better than
partnerships. From most of businesses in the MSMEs sector are purely owned by individuals.
The  study  found  that  MSMEs  have  very  little  teamwork  employed  amongst  the  MSMEs
business owners in Kisumu County which made them not realise the benefits of them pulling
together their resources and knowledge. The study also found out that majority of established
MSMEs performed better than the inherited businesses. This normally showed the high rate of
dissolution of these MSMEs hence few can be perpetuated to reach the next generation.
Existence of By Laws or rules set by Municipal Council of Kisumu to govern the operation of
business in the sector and various rules were pointed out which include, registration of certain
businesses is mandatory, and it  depends on the type  of business one is  conducting.  Health
License or certificate is mandatory for some certain business categories the main Municipal
market is closed by 6.00pm every day and this is regarded as a hindrance to their business as
most clients extend working hours till  when it is late and may require purchasing groceries
after 6.00pm from Kisumu county Nyang’ori, (2010).
The  study established  that  the  entrepreneurs  in  the  MSMEs  sub  trade  sector  face  various
challenges  like Competition,  insecurity, debt collection,  lack of working capital  and power
interruptions were reported as the top five challenges facing micro and small  businesses in
Kisumu. According to the study 89.4% percent of respondents mentioned competition as the
main  challenge  while  68.2  percent  mentioned  insecurity  as  a  challenge.  54.5  percent,  53
percent and 44.9 percent of the respondents mentioned debt collection, lack of working capital
and power outages respectively as the main challenges they encounter Nyang’ori, (2010).
19
Others challenges  which entrepreneurs  face include,  political  uncertainty, cost of materials,
hawkers, low demand and restrictive by-laws by country government completed the list of ten
main  challenges  facing  these  businesses.  The  study further  revealed  that  harassment  from
Municipal council officials, lack of shelter and storage room for their goods, uncontrolled noise
which is a nuisance, lack of basic sanitary facilities, poor infrastructure like drainage and water
closets especially for those running eatery businesses around the stage, and counterfeit goods
are other challenges facing entrepreneurs Nyangori, (2010).
2.2.1 Performance of MSMEs in Kenya
Over the years MSMEs sector in Kenya has been recognized for their role in providing goods
and  services,  improving  competition,  promote  innovation,  generating  employment  and  in
effect, eradication of poverty among its citizen. Important role of MSMEs is underscored in
Kenya’s Vision 2030, which is the development of the blueprint which try to find transform
Kenya into an industrialized middle-income country by provision of excellent life to all its
citizens by the year 2030. MSMEs sector is recognised as the driver for accomplishment and
has  been  identified  and  prioritized  as  a  major  growth  driver  for  accomplishment  of  the
development blue print Economic Research, (2017).
According to Equity Bank, (2012) MSMEs represent large number of businesses in any given
country, generate much wealth and employment  and are widely considered to be vital  to a
country’s  competitiveness.  According  to  Equity  Bank,  (2012)  MSMEs are  hailed  for  their
major role which is promoting grassroots economic growth, and equitable sustainable growth.
Across  the  world  Micro  and  Small  Medium  Enterprises  (MSMEs)  are  lifeblood  of  most
economies. Entrepreneurs are widely known as the prime movers of economic development. 
Entrepreneurs are the people who transform ideas into action through innovative ways.  An
interesting though not widely accepted definition of an entrepreneur is an individual who has
the skills to scan and recognize opportunities in his/her environment, assemble the resources
necessary to take advantage  of the given opportunities  and implement  successful action to
utilize the opportunities. Developing as well as developed countries acknowledge the role and
importance of MSMEs because they generate employment, stimulating economic growth and
development and creating social cohesion in the society of the country Equity Bank, (2012).
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MSMEs are the major contributors of economic growth and employment creation all over the
world Kodiacara,  (2008). Empirical studies have shown that MSMEs contribute to over 55
percent of Gross Domestic Product (GDP) and over 65 percent of total employment in high
income countries; over 60 percent of GDP and over 70 percent of total employment in middle
income countries; and about 70 per cent of GDP and 95 percent of total employment in low
income countries. 
Firms in developing countries indicate that the share of MSMEs in employment is much higher
in countries which are developing, because those countries are more focused on small-scale
production. According  to  Tengeh,  (2012)  the  challenges  facing  Micro  Small  and  Medium
Enterprises in Africa are varied and include weak economic infrastructure, lack of financial
support, lack of government regulations and lack of education. It’s quite evident that many
African countries are turning into entrepreneurs to support future growth of their country. With
entrepreneurship playing a big role in the growth of small business-sized sector, there is much
scope for MSMEs to support African growth. Entrepreneurial businesses and MSMEs in most
countries normally account to 95% of firms, contribute to GDP, create jobs, aid in industrial
growth,  fulfill  local  demand  for  services,  innovate  and  support  big  firms  with  inputs  and
services.
MSMEs in Kenya play a major role in economic development and job creation of Kenyans.
Most MSMEs fall under the informal sector called jua kali, which means hot sun or fierce sun
in Swahili.  Initially, jua kali referred  to  people  working under  the  hot  sun or  open air. By
extension, the term now refers to people who are involved in self-employment or small-scale
industries. Kenya small business sector has both the potential and the historic task of bringing
millions of people from the survivalist level including the informal economy to the mainstream
economy Kenya Economic Report, (2013).  
Many MSMEs are in category of the informal sector and by extension, the term informal is
defined  as  individual  who  are  in  self-employed  or  small-scale  industries.  Informal  sector
contributes  to  estimated  98  percent  of  business  which  have  been  established  in  Kenya,
contributing 30 percent of jobs creation and 3 percent of Kenya’s GDP. Kenya has recognized
the role of the informal sector and is looking for ways to integrate these businesses into the
formal sector Mehralizadeh, (2012).
21
Development of Micro small and medium entrepreneurs cut across all sectors of the country’s
economy in Kenya.  According to Haron et al., (2013) it is evident that MSMEs out number
large companies by a big margin and also employ many people. MSMEs have an obligation for
driving innovation and generating healthy competition in many economic sectors around the
globe.  While  larger  firms  have  benefit  of  direct  access,  to  international  and  local  capital
markets,  MSMEs are  normally excluded from international  capital  markets  because  of  the
higher intermediation costs involving smaller projects associated with them. 
MSMEs normally  make  available  one  of  the  most  prolific  sources  of  employment,  not  to
mention  the favorable ground for entrepreneurs  in  medium and large industries,  which are
paramount for industrialization Government of Kenya Sessional Paper No. 2 of (2005). Kenya
National  Bureau of Statistics,  (2007) MSMEs despite  their  great importance,  past statistics
indicate that 3 out of 5 businesses do not make within the first few months of operations and
those  that  proceeds  80 per  cent  of  MSMEs fail  before  the  fifth-year  ends.  However,  it  is
generally known that MSMEs face some unique problems, which normally affect their growth
and profitability and lower their ability to contribute effectively to sustainable growth of the
country. This menace is normally attributed to poor financial management and planning among
small businesses. 
MSMEs accessing credit is a major challenge to the development and growth of MSMEs and
to  poor  rural  and urban households  contribute.  This  is  mainly  brought  by the behavior  of
lenders in terms of hedging against borrowers’ risks by requesting collateral to MSMEs, which
they lack, lack of education and poor infrastructure. Borrowers who are eager to pay current
credit  interest  rates are not able to access fund at those rates because most lenders are not
willing to lend due to lack of collateralizable assets.  The behavior is mostly common found
amongst formal financial institutions. Evidence shows that such borrowers may then be forced
to  limit  their  investments  to  retained  earnings  Equity  Bank,  (2012)  thereby  restricting
enterprises growth and development.
2.2.2 Access to infrastructure and performances of MSMEs
Country  with  good  infrastructural  development  attracts  investment  in  the  country.
Infrastructure relates to provision of good access of roads, adequate power, water, sewage and
telecommunication which has been a major constrain in the development of MSMEs Kinyua,
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(2014). Kenya business is characterized by inefficiencies which are mainly along the supply
chain starting from producer to consumer and from importer to the final buyer.  Public sector
has  failed to  provide good infrastructure  framework which is  essential  for the growth and
development of MSMEs. The inadequacy of the inadequate physical infrastructure is a major
cause  of  low  investment  and  unsatisfactory  performance  of  Micro  Small  and  Medium
enterprises. 
According to Shashikant,  (2012) MSMEs plays  a very vital  role for overall  growth of the
industry in any given country. Poor infrastructural facilities normally cause serious damage to
the enterprise's valuable chain process, which normally includes production, consumption and
distribution  of  the  products.  This  limitation  is  apart  from scarcity  of  finances,  inadequate
marketing facilities and technological obsolescence that are being already faced by MSMEs.
The state of infrastructure,  including power, water, roads where MSMEs are located are in
areas with poor condition and unreliable, leading to very high transaction costs. Because of
poor state of roads, drainage and water supply, inadequate power supply, poor transportation
and communication system, handling and storage facilities and wastage and waste disposal
systems. 
In addition, there are limited and poorly designed markets and lack of housing facilities and
parking facilities. Access to roads to MSMEs sites are in poor shape and this has meant higher
costs of doing business. Lack of access to electricity has hindered technological growth for
MSMEs given that most modern processes are electrical. The high cost of electricity including
high connection charges has also been a hindrance to access power and lack of clear policy for
enhancing  power  supply  to  MSMEs.  According  to  Shashikant,  (2012)  inadequate  physical
infrastructure leads to low levels of investment and unsatisfactory performance.
There  is  lack  of  ample  work  space  for  industries  to  compete  in  international  markets.
Government  should  introduce  programs  for  integrated  work  space  with  objective  of
establishing new MSMEs clusters and up-gradation of existing ones. Water is also as important
as  power  for  every  industry  especially  for  the  industries  involved  in  production  process.
Industrial water is used for purpose such as diluting, cooling, fabricating, processing, washing
or transporting a product; incorporating water into a product; or for sanitation needs within the
manufacturing facility Kinyua, (2014).
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Water supply situation in several industrial areas is seriously affected due to contamination of
natural resources as well as ground water due to discharge of untreated effluent over decades.
Issue  of  proper  water  supply  also  prevails  due  to  very  scanty  rainfall.  Due  to  this  water
available  some  industrial  clusters  are  rendered  unusable  by  the  industry.  Now a  common
practice is to fetch water by tanker from huge distance. The transportation of water by tanker
not only increases the cost of water but also results into unwanted costs. Waste Management
growing industrialization is leading to generation of more waste. It has become serious issue
now. Even it has now started affecting environment. For small industries it is very difficult to
run activities incompliance to environment Shashikant, (2012).
MSMEs in Kenya have faced many constraints such as poor road network that have not only
impeded its growth but also negatively affect the existing ones. According to Kimani, (2016)
upgrading of road services to meet the demands of both small-medium enterprises is one of the
major challenges of economic development in developing countries.  The traders experience
difficulties in transportation of goods to and from the markets due to poor road network. The
poor road network causes traffic congestion which results in delays and high overhead costs
such as rental premises. Such costs affect performance of the enterprises.
2.2.3 Access to finance and performances of MSMEs
Entrepreneur requires start-up capital and such capital is expected to come in the form of a
loan. For an entrepreneur to get a loan in a bank in Kenya one is required to provide
collateral,  or a pay slip and one need to  have banked with the bank not less than 6
months.  Money is crucial in starting a business Tengeh, (2012). Financial resources are
important because they are the way to acquisition of all other resources. 
Lack of  access  to  credit/finance,  high  cost  of  credit,  high bank charges  and fees  is  major
universally indicated as the key problem for MSMEs. Because of lack of access to long term
credit facilities for small enterprises they are forced to rely on high cost short term finance e.g.
mobile banking like MPESA and MSHWARI. Lack of finance is a strong constraint to growth
of MSMEs insufficient access to long term finance for MSMEs has forced most MSMEs in
Kenya to mostly rely on high cost finances and cost short term finances.  In Kenya MSMEs
after existing the first few years of start-up, most entrepreneurs face the challenge on how to
get finances to keep the business running and growing Tengeh, (2012).
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Study  conducted  by  Wanjohi  &  Mugure,  (2008)  revealed  that  entrepreneurs  need  credit
facilities among the common and low earning business entrepreneur because numerous money
lenders emerge in the name of pyramid schemes which come up with promise of hope among
the little investors. Most MSMEs rely mainly on own savings and reinvested profits to finance
their business. Many small businesses are not in position to access finance for growth of their
business and due to this poverty levels finances are mostly seen to be one of the challenges in
business that limits them from getting credit facilities. Entrepreneurs get a challenge of getting
start-up finance  for  their  business  which is  the  biggest  hurdle  that  many entrepreneurs  go
through after getting started and getting sufficient finance to sustain business growth is another
problem that entrepreneurs encounter.
Because  of  lack  of  funding,  MSMEs  function  without  experienced  and  professional
management staff and are unable to get benefit from specialist inputs and research, upon which
they can base their advocacy efforts.  Due to lack of funding and many problems normally
constrain these structures in developing and delivering appropriate information, facilitation and
networking services to their membership.  Their weaknesses work in almost a vicious circle
eroding the expectations of members, in turn, which result in further funding, representation
and capacity problems. MSMEs play an important role in economic growth and employment
creation  among the unemployed  in the country they are commonly constrained by finance
Ong’olo & Odhiambo, (2013).
Finance  mostly  involves  five  basic  related  functions  which  includes  raising  selecting  best
projects  to  invest  in,  capital  to  support  company operations  and investment,  managing the
firm’s internal  cash  flows  and its  mix  of  debt  and equity  financing,  developing  corporate
governance  structures  and managing  the  firms’ exposure  to  risk to  maintain  optimum risk
return  trade  off  and  therefore  maximize  shareholder  value  Tengeh,  (2012).  Kenyan
entrepreneurs cite lack of finances as the most constraining factor to business operations and
contributions to 37 percent of business closure. Formal financial institutions perceive the high
risks and transaction costs as impediments to lending to MSMEs sector.  Most MSMEs do not
keep proper records and most  entrepreneurs  do not pay themselves salary but instead they
make withdrawals as need arises Wanjohi & Mugure, (2008). Such withdrawals may exceed
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earned  income,  therefore  eating  into  the  working  capital.  This  is  a  problem  of  poor
management skills. 
Most of financial institutions in Kenya consider MSMES as risky and commercially unviable,
thus hindering them accessing credit facilities and worse case is experienced in the rural areas
where  most  MSMEs  are  located  Wanjohi  &  Mugure,  (2008).  According  to  Odhiambo  &
Ong’olo, (2013) presented legal and policy framework for financial services is of less helpful
to smaller borrowers and needs to be addressed. The formal financial institutions have not been
able to meet the credit  needs of the MSMEs since there is high interest  rate and collateral
requirement  that  is  required,  and  most  MSMES  have  been  forced  to  use  the  informal
institutions for credit. But the supply of credit from the informal institutions is often so limited
to meet the credit need of the MSMEs. In some cases, these problems may be the inability of
many  operators  to  meet  formal  financial  institutions  requirements  e.g.  business  plan,
governance systems and other accountability issues which are linked to business risk.
Study carried out by Dalberg & Morgan, (2012) on challenges facing SMEs in South Africa
found that finance was one of the prominent constraints in SMEs. Study also revealed MSMEs
face problem related to finances which include lack of information on where to get finance,
restrictive lending offered by some commercial banks, lack of access to finance, insufficient
financing,  lack  of  track  record  which  are  mandatory  required  by  banks,  limited  access  to
collateral and inappropriate structure of financial institutions when dealing with MSMEs.  
2.2.4 Availability of Managerial Experience and performances of MSMEs
Managerial competencies have a positive influence on the performance of MSMEs. According
to Wanjohi, (2009) managerial experience, education, knowledge and start up experience are
used to measure managerial competencies. Managerial experience is paramount and is mostly
responsible for planning, directing and overseeing the operations and fiscal health of a business
unit, division, department, or an operating unit within an organization. Manager responsibility
is overseeing and leading the work of a group of people in an organization.  MSMEs depend to
a large extent on its managers.
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Thus, the success and survival of any MSMEs may well rest upon how effectively management
is carrying out the overall responsibility of attaining stated MSMEs objectives. Effectiveness is
the central issue in management. It is a manager’s job to be effective regardless of what roles a
manager takes on, and performance is a vital factor, and effectiveness remains a key issue in
the success of the MSMEs in organization Tim & Brinkerhoff, (2008).
According to Wanjohi, (2009) management skills and experience in organization is factor that
will ensure success in small business and its survival. The function of controlling, which serves
as  the  feedback  link  to  planning,  is  to  ensure  that  all  objectives  and  goals  are  being
accomplished as  have been planned and corrective  action  is  correctly  taken.  The scope of
control  includes  controlling  sales,  costs,  quality,  behavior,  and  overall  performance  of  the
organization.  Function  of  organizing  involves  the  process  of  creating  an  appropriate
organization  structure  as  well  as  designing  the  level  of  formalization,  specialization,  and
centralization of the organization’s structure Wanjohi, (2009). 
The function of directing focuses on the foundation of organizational behavior which includes
leadership,  motivation,  communication,  and  group  dynamism.  The  function  of  planning
involves  defining  the  organization’s  mission  and  objectives/goals,  establishing  overall
strategies and policies for achieving those goals, and developing action plans to integrate and
coordinate activities of the organization Nyambura, (2013). Employees who are well trained
perform better than those with low level of education, many organizations which employs high
skilled workers tend to have better and quality products and services.  
Training  is  the  planned  and  is  an  ongoing  effort  by  management  to  uplift  employee
competency level  and achievement of organizational goals. Training is designed to provide
employees with skills and knowledge needed for the present job and is the most vital aspect of
improving the employees’ productivity  and thus  trained employees  are  the  most  important
assets  of  an  organization  Tim & Brinkerhoff,  (2008).  High  efficiency  and  productivity  is
evident in a work force that feel recognized, is involved in decision making, organized and
planned strategy to enable a firm to realize its objective. 
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According to Wanjohi, (2009) he defined management as a process that is used to achieve the
organization  goals  and  leadership  is  the  art  of  influencing  and  directing  the  followers  to
accomplish  their  duties  willingly,  competently  and  with  enthusiasm.  This  requires  a  clear
vision defined by the organization leadership as well as the creation of an environment where
this  vision  can  be  shared  by  colleagues  and  collaborators.  Lack  of  quality  manpower  is
hindrance  to  the  growth  of  small  businesses.  The  importance  of  sound  leadership  and
management skills cannot be over emphasized. Marketing and management skills contribute to
productivity and profitability of many firms. If this is not properly addressed it can lead to
collapse of the business Equity Bank, (2012).
According to Kenya National Bureau of Statistics, (2016), it states that three out of every five
businesses fail within their first three years of being in operation. Most entrepreneurs start their
business from the wrong side of the spectrum because they start by asking themselves how
much money they have instead of fine-tuning a business idea and then soliciting for funds to
meet  the  budget.  Because  of  lack  of  managerial  experience  MSMEs  establish  managerial
strategies through trial and error mechanism they also plan on operational plans rather than
strategic plans of their organization. 
Many of the challenges  faced by small  businesses are  normally inevitably centered on the
owner/manager. Owner/managers often work at both the management and operational levels
and therefore  acquire  information  about  the  market  and the  performance  of  their  business
through personal experience rather than relying on feedback mechanisms from other sources
Wasonga, (2008).
According Abel, Rowena and Robyn, (2010) many MSMES business owners have got no basic
understanding of financial information and accounting information and have serious problem
with financial planning literacy Abel et al., (2010). Because of lack of managerial accounting
skills which is used for decision making and lack of technical skills are many  obstacles to
developing a small business as leads to inability to access credit Mwobobia, (2012).
Studies have shown that small firms normally lack types of knowledge which is necessary to
innovate  and  compete successfully  well  in  business,  also  there  is  need  to  investigate  the
business  owner/managers’  characteristics  such  as  managerial  capabilities,  education  level,
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business skills experience on the success and development of small and medium enterprises in
Kenya. According to Wanjohi, (2009) for the small firm, any simple management error made
could spell its death of the business.
2.2.5 Level of education and performances of MSMEs
Due to lack of education or low level of education acquired and unemployment many Kenyans
join MSMEs.  Every managerial position regardless of whether in a small shop, supermarket
chain or an enterprise warrants for adequate education and skills are needed Mbugua  et al.,
(2014). Most of the managers of the MSMEs operating in Kenya lack adequate education or
they are not  normally well  informed in terms of managerial  knowledge and skills  that  are
needed for  daily  operation  and strategizing  of  MSMEs. This  normally  results  into  lack  of
entrepreneurial skills and poor managerial know-how when conducting MSMEs. According to
Mbugua  et al., (2014) small  business entrepreneurs end up coming up with a management
approach based on trial and error. As a result, and their management style is likely to be more
intuitive than analytical, more concerned with day-to-day operations than long-term issues, and
more opportunistic than strategic in its concept. 
This normally leads to the downfall of many small businesses when difficult situations arise,
because the owners lack knowledge and education on the best strategies  to apply to solve
problems. Entrepreneurs may not be able to organize for changes in the business environment
and adapt  to  the  changing  field  of  technology if  they  do not  have  proper  knowledge and
education. The issue of a low level of formal education among many MSMEs entrepreneurs is
also prevalent Bowen & Mureithi, (2009) the challenge normally contributes to inability of
MSMEs to keep proper records and to negotiate for projects and contracts that build up their
equity and cash flow.
The  main  objective  of  Entrepreneurship  education  is  to  prepare  people  to  be  responsible,
enterprising  individuals  who  will  be  able  to  take  risks,  manage  results  and  learn  from
outcomes. Business owners learn how to prevent and solve business problems that they may
encounter.  It  also  boosts  the  need  for  achievement,  self-confidence  and  growth-related
entrepreneurial  and  managerial  attitudes.  Entrepreneurship  education  as  part  of  the  total
education system involves the teaching of skills, development of ideas and skills necessary for
job creation of the entrepreneur Mbugua et al, (2014).
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An entrepreneur has the ability promotes employment by creating it rather than seeking for it.
Therefore, there is great need to embrace this type of education and facilitate it to make it
functional in the country. The presence of quality entrepreneurship could be used as means to
facilitate  employment  and fight  against  poverty  in  Kenya  Entrepreneurship  education  thus
benefits the society at large through employment creation, provision of job opportunities and
economic  growth.  Education and skills  are critical  to  run micro  and small  enterprises  in a
proper manner Bowen et al., (2009).
Studies conducted by Mbugua et al., (2014) pointed out that MSMEs who have more education
and training are more likely to be successful MSMEs. MSMEs business to flourish in Kenya
MSMEs operators need to well informed in terms of skills and management. Human capital
theory  proposes  the  level  of  education;  previous  entrepreneurial  experience  and  previous
business  experience  and  business  skills  normally  influence  the  business  performance  with
higher percentage. Education and experience are important in success of a business enterprises,
for a business to succeed the operators must have a certain level of training. Due to increased
profits education is known to have more productive effects on business performance that have
some challenges to measure. 
Survival rate of the firm can be increased through improved capabilities of the entrepreneurs
including capabilities to adjust to new or external conditions and adopt new technology.  On
the one hand, education increases managerial ability and thereby increases the probability of
entrepreneurship (particularly if this ability effect is higher for entrepreneurs than for other
occupational groups). On the other hand, education generates better outside opportunities and
thus decrease the likelihood of entrepreneurship  Bowen  et  al., (2009). The Kenyan school
curriculum has been criticized because of not preparing youth for employment opportunities.
Youth after lacking job opportunities think of business ideas as a result very few youths have
knowledge  of  business  management.  In  education  curriculum  there  is  need  for  life  skills
training in the curriculum because at present students are trained only to pass exams.
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2.2.6 Performances of MSMEs. 
The role of entrepreneurship in economic development involves more than just increasing per
capita output and income; it involves initiating and constituting change in the structure of
business  and society.  The change is  normally accompanied  by growth and increased
output  which  allows  more  wealth  to  be  divided  by various  participants.  MSEs have
contributed greatly to economic development. Economic development can be defined as
an in real capita income of a person resulting in implementation in the levels of living.
MSMEs engage in vertical and horizontal linkages to promote business. Vertical linkages help
MSMEs  in  buying  and  selling  in  market  and  non-market  interactions  while  performing
different functions or different levels in value chain. This kind of relationship can facilitate to
achievement  of  mutually  beneficial  relationships,  knowledge  transfer,  quality  standards,
embedded services and financial flows Kenya National Bureau of Statistics, (2016). Vertical
linkages  can  upgrade  MSMEs  through  production  processes,  technology,  equipment,
management systems which are critical for the survival and growth of the business competitive
advantage  in  market.  Horizontal  linkages  can  be  achieved  through  cooperation  and
competition.
MSMEs sector in Kenya is an important and fast-growing sector employing 42 per cent of the
working population and accounting for 75 per cent of all modern establishments in Kenya.
MSMEs are found in every corner of the country and they have great potential for creating a
variety of jobs, while generating widespread economic benefits, adoption of technologies and a
breeding ground for medium and large industries which are critical for industrialization Haron
et al, (2013).
The entrepreneurs should also be more aggressive in marketing their business. Many location
decisions are based on personal preferences that could mean that a business owner will locate a
business within proximity. It is very important for a business to be near market areas to serve
the customers.  A business owner must  study the market  and find out  who is  interested  in
buying your service or product Equity Bank, (2012).
In  order  measure  business,  sales  growth  is  an  achievable  way compared  with  some  other
methods and is much more likely to be recorded. According to Makadok, (2011) sales are often
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viewed as a key motivator by entrepreneurs and an indicator of performance rather than for
example, job generation. Sales are a good indicator of size and, therefore, growth. Sales may
also be considered a precise indicator of how a firm is competing relative to their market.
The study is on the factors determining performance of Micro, Small and Medium Enterprises
(MSMEs) in Gikomba market in Nairobi County. The theories in the study are the Balance
Score Card, Schumpeter’s theory of innovation and resource-based view theory. The studies
quoted  are  Nyang’ori,  (2010)  on  factors  influencing  performance  of  Micro  and  Small
Enterprises  in  City  Bus  Park  in  Kisumu  town,  Kyenze,  (2016)  on  factors  influencing
performance  of  small,  scale  business  in  Tawa Sub County,  Makueni  County  and Muthini,
(2015) on factors influencing performance of Micro, Small and Medium Enterprises (MSMEs)
owned by women in Muthurwa market, Nairobi county. 
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2.3 Conceptual Framework
A conceptual  framework  is  defined  as  the  scientific  research  process  in  which  a  specific
concept is defined as a measurable occurrence or in measurable terms that basically gives a
clear meaning of the concept. A conceptual framework is a diagrammatic presentation of the
relationship  between  dependent  and  independent  variables  Mugenda  &  Mugenda,  (2008).
Dependent variable in this study is performance of MSMEs in Gikomba market in Nairobi
County while independent variable are access to infrastructure, access to finances, availability
of managerial experience, level of education. Figure 2.3 highlights conceptual framework.
 Independent variable Dependent variable
 
Figure 2.3: Conceptual framework.
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Access to infrastructure
Accessibility of road network
Regular maintenance of physical infrastructure.
Electricity
Access to finances
Accessibility to loans and grants.
Annual income
Sources of capital
Availability of managerial skills
Training and development of entrepreneurship.
Training on business management skills
Level of education
Level of education 
Training or refresher course on entrepreneurship
Duration of training
Who offered training
Performance of MSMEs in 
Gikomba market Nairobi County.
Sales turnover
Employees turnover
Business expansion 
Customer retention
2.4 Operationalization of variables.  
It is a table which shows the variables and their operational indicators. Operationalization of the study variables was according to the
objectives of the study. To determine how access to infrastructure determine performances of MSMEs in Gikomba market in Nairobi
County. To determine how availability of finances determine performances of MSMEs in Gikomba market in Nairobi County. To
examine how managerial experiences determine performances of MSMEs in Gikomba market in Nairobi County. To assess how the
level of education determine performance of MSMEs in Gikomba market in Nairobi County. These variables are shown in the table
2.1 below.
Table 2.1 – Operationalization of variables  
Objectives Variables Indicators Measurement of Scale Type of analysis
Factors determining performance of Micro, 
Small and Medium enterprises in Kenya.
Dependent Sales turnover, Employees 
turnover, Business expansion,
customer retention
Interval
Nominal
Microsoft excel, 
Percentages, 
frequencies
To determine how access to infrastructure 
determine performances of MSMEs in 
Gikomba market in Nairobi County.
Independent Regular maintenance of 
physical infrastructure, Water 
sewerage, Accessibility of 
road network.
Interval
Nominal
Microsoft excel, 
Percentages, 
frequencies
To determine how availability of finances 
determine performances of MSMEs in 
Gikomba market in Nairobi County.
Independent Accessibility to loans and 
grants, Annual income, 
sources of capital 
 Interval
Nominal
Microsoft excel, 
Percentages, 
frequencies
To examine how managerial experience 
determine performances of MSMEs in 
Gikomba market in Nairobi County.
Independent Training and development of 
entrepreneurship, Training on
business management
Interval
Nominal
Microsoft excel, 
Percentages, 
frequencies
To assess how the level of education 
determine performance of MSMEs in 
Gikomba market in Nairobi County.
Independent Level of education, Training 
or refresher course on 
entrepreneurship, duration of 
training, who offered training
Interval
Nominal
Microsoft excel, 
Percentages, 
frequencies
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2.5 Research Gaps
Many studies have been conducted both locally and internationally reviewing Micro, Small and
Medium Enterprises.  The studies do not touch on Gikomba traders. Therefore, the proposed
study  concentrated  mainly  on  the  factors  determining  performance  of  Micro,  Small  and
Medium Enterprises in Gikomba market in Nairobi County and it will help to build locally
scarce available data.
2.6 Chapter Summary
The chapter has reviewed the theoretical literature review of the study on factors determining
performance of Micro, Small and Medium Enterprises in Gikomba market in Nairobi County.
It  has  also  reviewed  empirical  literature  review,  summary  and  research  gaps,  conceptual
framework and operationalization of variables.
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CHAPTER THREE
RESEARCH DESIGN AND METHODOLOGY
3.0 Introduction
The chapter contain design and methodology of the research study. It explains how research
was executed and how data was collected and analyzed. It comprises research designs, target
population, sample and sampling techniques, instruments, pilot study, validity, reliability test,
data collection procedure, data analysis  and presentation,  ethical considerations and chapter
summary.
3.1 Research design
According to Kothari, (2004) research design is the procedure and structure that was used to
regulate the study in order to attain the objectives and answer questions. The study applied
descriptive research design to  factors determining performance of Micro, Small and Medium
Enterprises  (MSMEs)  business  traders  in  Gikomba  Market  in  Nairobi  County. Descriptive
research  approach  method  was  adopted  Mugenda,  (2003) describe  that  descriptive  study
describes  the  existing  conditions  and  attitudes  through  observations  and  interpretation  of
techniques.  According  to  Walliman,  (2005) descriptive  research  describes  and explains  the
present status, situations, events and trends.
The researcher asked population of interests about certain issues under the problem of study.
The method was used so that the researcher can gather data from a wide range of respondents,
covering all MSMEs located in Gikomba market, Nairobi County. The approach provided way
of discerning, examining, contrasting and interpreting meaningful data.
3.2 Target Population
Population  is  a  group  of  people  or  things  being  studied  for  certain  recommendations.
According to  Mugenda & Mugenda, (2003) explain that  the target  population should have
some observable characteristics, to which the researcher intends to generalize the results of the
study. Population under study consisted of all Micro Small and Medium Enterprises operating
within Gikomba market County of Nairobi.  According to records of Nairobi City Council,
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2017 it shows that  1251 registered Micro Small and Medium Enterprises are registered and
within Gikomba in Nairobi county.
The  main  business  of  operations  in  Gikomba  market  are  second hand clothes  (Mitumba),
hardware’s,  furniture’s,  fruits,  beverages,  cereals,  vegetables  and poultry.  Stratified  random
sampling  was  employed  to  select  125 business  traders  who took part  in  the  research  and
research questionnaires were distributed.  
Table 3.1: Target Population
Category Target population Sample size
Second hand clothes (Mitumba)   227   23
Hardware’s and Furniture’s   203   20
Textiles   161   16
Fruits   125   13
Beverages and Cafeterias     82     8
Cereals   167   17
Grocery vendors   188   18
Poultry     98   10
Total 1251 125
Source: Nairobi City Council Licensing department 2017
3.3 Sample and Sampling Technique
 According to Kothari, (2007) sampling is the selection of a portion of population such that the
selected portion represents the population adequately. Sampling method used was stratified
random sampling because the target population was grouped into strata’s herein referred to as
MSMEs  categories?  The  method  was  preferred  because  the  population  being  studied  was
heterogeneous. The technique offered all members under the population an equal chance of
being included in the sample. A well selected sample of between 10-30% of the population was
adequate for generalization of findings to the whole population Mugenda & Mugenda, (2003).
Table 3.2 - Sample Size
Category Total population Proportion Sample
Second hand clothes (Mitumba) 227 0.1 23
Hardware’s and Furniture’s 203 0.1 20
Textiles 161 0.1 16
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Fruits 125 0.1 13
 Beverages and Cafeterias 82 0.1 8
Cereals 167 0.1 17
Grocery vendors 188 0.1 18
Poultry 98 0.1 10
Total 1251 125
Source: Nairobi City Council Licensing department 2017 
3.4 Data Collection Instrument
The  data  collected  was  primary  data  which  was  collected  using  questionnaires  that  were
developed by the researcher. Questionnaire is a research instrument consisting of a series of
questions for the purpose of gathering information from respondents questionnaires included
both  closed  and  open  ended  for  easier  quantification  of  data.  According  to  Mugenda  &
Mugenda, (2003) questionnaire are easier to administer as compared to interview and promote
confidentiality  as  the  respondent  identity  is  not  highlighted.  Questionnaire  technique  was
preferred because it covered a wide range of area,  easy to administer and it reaches many
respondents at a cheaper cost.
3.5 Pilot Study
A pilot study is a preliminary test  conducted before the final study to ensure that research
instruments are working properly.  According to Walliman, (2005) a questionnaire should be
pre-tested on a small number of people in what is called a pilot study and it is best to test it on
people of similar type and of intended sample. The sample for piloting was 13 respondents
representing 10% of the sample that was being carried out to determine reliability and validity
of the questionnaires during pilot study.  Information obtained was not part of the study but
reliable  in  comparison  of  the  whole  study.  The  finding  from the  pilot  study was  used  to
improve the questionnaire so that it could capture all responses for the study.    
3.6 Validity and Reliability test
A pilot  study using  10% respondents  from the  MSMEs  was  carried  out  to  determine  the
reliability and validity of the questionnaires. Developed questionnaires were hand delivered to
some respondents and then the information acquired was evaluated to assess reliability and the
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validity of the questionnaires.  Reliability is  the measure of the degree to which a research
instrument yields consistent results after repeated trials Kothari, (2007).
3.7. Data Collection Procedure
Data  was  collected  using  questionnaires  that  were  developed  by  the  researcher.  The
questionnaires included both closed and open ended for easier quantification of data. The
researcher  used  drop  and  pick  method  where  the  research  tools  were  dropped  and
collected after being filled. The respondents were given one week to fill and return the
questionnaires.
3.8 Data Analysis and Presentation
After receiving all the questionnaires data cleaning was conducted to determine inaccurate,
incomplete, unreasonable data to refine the quality through rectifying of identified errors and
omissions. According to Mugenda & Mugenda, (2003) claim that data obtained from the field
in raw form is difficult to interpret unless it is cleaned, coded and analysed.   Data analysis
employed was both quantitative and qualitative procedures.  Quantitative data was analysed
using  inferential  and  descriptive  statistics.  Qualitative  data  was  grouped  into  meaningful
patterns and themes that were observed to help in the summarizing and organization of data.
Qualitative  data  was  analyzed  descriptively.  Descriptive  statistics  employed  included
frequency counts and percentages. Computer package Microsoft Excel was used in order to
help  in  coding,  entry  and  analysis  of  data  which  was  obtained  through  questionnaires.
Graphical presentations like Tables, Pie Chart and other graphical presentations were used to
present the collected data for ease of understanding and analysis.  
3.9 Ethical Considerations
During the research ethics was fundamental part of the research study from planning stage to
the  actual  conduction  of  the  study. Principle  of  voluntary  consent  was  established  by the
researcher where respondents willingly participated in research study.  Informed consent was
based  on  the  information  regarding  the  purpose  of  the  research  study  being  conducted,
identification of the researcher, any benefits that may be received. Participation in research was
voluntary and respondents were at liberty to withdraw from the study at any time without any
consequences Mugenda, (2003). No respondent was forced to take part in the study it  was
voluntary. Since the issue under study was sensitive because it involved the core business of
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the organization there was protection of respondents was adhered to.  Respondents were not
being required to write names or details on the questionnaires which can disclose their identity.
3.10 Chapter Summary
This chapter has reviewed the design and methodology of the research study. It comprises the
research design, target population,  sample and sampling technique,  instruments, pilot study,
validity,  reliability  test,  data  collection  procedure,  data  analysis  and  presentation,  ethical
considerations and chapter summary. 
CHAPTER FOUR
RESEARCH FINDINGS AND DISCUSSION
4.0 Introduction
This  chapter  presents  the  analysis,  presentations,  discussion  and  interpretation  of  the  data
collected  from the  administered  questionnaires.  Data  which  was  collected  was  edited  and
cleaned for completeness in preparation for coding. The purpose of this study was to establish
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factors determining performance of Micro, Small and Medium Enterprises in Gikomba market
in Nairobi County. The study answered the following questions how access to infrastructure
determine performances of MSMEs in Gikomba market in Nairobi County, how availability of
finances  determine  performances  of  MSMEs  in  Gikomba  market  in  Nairobi  County,  to
examine how managerial experiences determine performances of MSMEs in Gikomba market
in Nairobi County and how level of education determine performance of MSMEs in Gikomba
market in Nairobi County.  Quantitative data was obtained using questionnaires which were
distributed  to  respondents  and  are  presented  in  pie  charts  and  bar  graphs.  The  data  was
analyzed using Microsoft Excel.
4.1 Response rates
The researcher distributed one hundred and twenty-five (125) questionnaires to respondents to
fill and return for analysis as shown on table 4.1.
Table 4.1: Questionnaire response rates
Category                                                 Frequency           Percentage 
Returned       91           73 
Not returned       34           27
Total     125         100
Table  4.1  shows  that  out  of  125  questionnaires  issued  91(73%)  of  them  were  filled  and
returned and 34(27%) did not respond. This therefore means that the analysis  done in this
research is based on the 91 questionnaires that were filled and returned. The response rate of
this  research  was  73%.  According  to  Mugenda  and  Mugenda  (2003),  above  70%  is  an
excellent response rate and scientifically acceptable. The 34 questionnaires not returned were
from respondents who opted not to participate in the study.
4.2 Demographic Information’s
This section shows the demographic profile of the respondents who took part in this research. 
4.2.1 Gender
The study sought to find out the percentage of respondents who were either male or female. 
The findings are shown in table 4.2.
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Table 4.2: Gender of respondents
Category                                                 Frequency           Percentage
Female      43           47
Male      48           53
Total      91         100
Data in Table 4.2 shows that the study established that majority of respondents were male
(53%) while (47%) of the respondents were women. It concurs with study by Wendy, (2007)
that pressure is associated with running a business and performing domestic duties and thus
hinder the success and growth of business owned by women.
4.2.2 Age 
The study sought to find out the age of the respondents as shown in figure 4.1 
Figure 4.1: Age of respondents
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Figure 4.1 shows that 20% of the respondents were aged 21-30 years, 34% were aged 31-40
years, 25% were aged 41-50 years, (14%) were aged 51-60 years and 7% respondents were
aged 61-70 years. The data indicates that majority of the business owners in Gikomba market
were middle aged and few are elderly. It concurs with study by Nitcher & Goldman, (2009)
that MSMEs sector acts as pillar to the source of living to a large population of people who are
not in position to gain entry to formal employment in the market.
4.2.3 Level of education
Respondents were further requested to indicate their highest level of education and findings are
represented in figure 4.2
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Figure 4.2: Level of education
Figure 4.2 shows that  majority (53%) of respondents were secondary school leavers  while
(24%) were primary leavers. Those who had attained college or university education were 20%
and 3% of the respondents did not have basic education. This means that majority have attained
basic education. This data indicates that all of the respondents were not highly qualified and
had only attained basic education. This concurs with a study by Bowen, Morara & Mureithi
(2009) that MSMEs are dominated by people with relatively low levels of education in Kenya.
4.2.4 Years worked in enterprise.  
In this section researcher requested respondents to indicate number of years they have worked
as shown in table 4.3
Table 4.3: Years worked in enterprise
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Years of operation                                    Frequency           Percentage
1-5 years      30           33
6-10 years      37           41
11-15 years      15           16
Above 16 years        9           10
Total      91         100
Table  4.3  shows  that  majority  37(41%)  had  worked  6-10years  followed  by  30(33%)
respondents had worked 1-5years,  15(16%) respondents had worked from 11-15 years  and
9(10%) had worked over 16 years. This shows that majority of respondents have been around
long enough to understand the issues which were being sought. The above findings concur with
study done by Federation of Kenya Employees, (2003) for various studies carried out shows
that most Micro, Small, Medium Enterprise sector die between 1 and 5 years as opposed to
Western Countries where the death gap is between 5 and 10 years or more. According to Kenya
Session Paper No.2 of 2005, three out of five SMEs fail within first 3 years of operations. 
4.2.5 In which business does your MSMEs belong?
Respondents were required to state the type of business they engage in as shown in table 4.4
Table 4.4: Type of business engaged 
Type of business                                  Frequency           Percentage
Second hand clothes (Mitumba) 24   26  
Hardware’s and Furnitures   9   10
Textiles   7       8         
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Fruits 13   14        
Beverages and Cafeterias 10   11          
Cereals   8     9
Grocery vendors 14   15
Poultry   6     7
Total 91 100
Table  4.4  shows  that  majority  of  the  respondents  26%  dealt  with  second  hand  clothes
(Mitumba) followed by Grocery vendors which was represented by 15%, respondents who
dealt with fruits were 14%, Beverages and Cafeterias respondents were 11%, Hardware’s and
Furnitures respondents were 10%, cereals was represented by 9% respondents and Textiles had
8% respondent’s poultry had lowest respondents 7%. Study indicates that respondents were
engaged  in  different  business  activities.  It  concur  with  Nitcher  &  Goldman,  (2009)  that
MSMEs sector acts as a pillar to the source of living to a large population of people who are
not in position to gain entry to formal employment in the market and increase the country
national output.
4.3 Research Questions
4.3.1 Access to Infrastructure and Performance of MSMEs
4.3.2 Does infrastructure determine performance of your business in Gikomba market?
The  researcher  further  requested  respondents  to  indicate  whether  infrastructure  determine
performance of their business as shown in table 4.5
Table 4.5: Does Infrastructure determine performance. 
Infrastructure determining performance      Frequency        Percentage
Yes                 67               74
No                 24               26
46
Total                 91             100
Table  4.5  indicate  that  majority  of  the  respondents  74% felt  that  infrastructure  determine
performance  of  business  while  26%  of  the  respondents  felt  that  infrastructure  does  not
determines performance of MSMEs. This study concurs with Kinyua, (2014) that country with
good infrastructural development attracts investment in the country.
Respondents were further requested to explain how infrastructure determines performance of
their business and 4 respondents’ responses were having good physical infrastructure helps in
gaining  new  clients.  Responses  from  6  respondents  commented  that  good  infrastructure
determine repeat clients to be retained because the environment is conducive for conducting
business. Good allocation of infrastructure like good roads, electricity and good working space
helps clients to access the business easily and normally increase volume of stocks sold by
MSMEs was responses from 4 respondents. Responses from 8 respondents commented that
good infrastructure helps increase of volume of stocks entrance in the business enterprises. 
4.3.3 Do you have sufficient light allocated in your working space?
Respondents were further requested to indicate whether sufficient  light is allocated in their
working space as shown in table 4.6.  Using scale of 1-5 where 5 very great extent, 4 - great
extent, 3 moderate extent, 2 – little extent and 1- no extent.
Table 4. 6:  Sufficient light allocation in working space
Sufficient light allocation                        Frequency           Percentage
Very great extent        8             9
Great extent      10           11
Moderate extent      21           23
Little extent      29           32
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No extent      23           25
Total      91         100
Table 4.6 shows that 29(32%) respondents felt that to a little extent sufficient light is allocated
in their working space, 23(25%) at no extent, 21(23%) at moderate extent, 10(11%) at great
extent and 8(9%) at very great extent. Access to sufficient light allocation in working space is
important  because  MSMEs can be  able  to  extend working hours  and promote  increase  of
income. This concurs with study done by Kinyua, (2014) that infrastructure has been a major
constrain in the development of MSMEs in Kenya.
 4.3.4 Does  county  government  of  Nairobi  maintain  physical  infrastructure  within
Gikomba market?
The study sought to establish whether the County government of Nairobi maintain physical
infrastructure within Gikomba market as shown in figure 4.3.
Figure 4.3: Maintenance of physical infrastructure in Gikomba market.
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Figure 4.3 shows that majority of the respondents 62% felt that County government of Nairobi
does  not  maintain  physical  infrastructure  in  Gikomba  market  and  38%  felt  that  County
government of Nairobi maintain physical infrastructure in Gikomba market. It concurs with
study conducted by Shashikant,  (2012) that  inadequate  physical  infrastructure  leads to  low
levels of investment and unsatisfactory performance.
Respondents were asked to clarify why the County government of Nairobi does not maintain
physical  infrastructure  in  Gikomba  market  and  responses  were  7  respondents  commented
vandalism is  rampant  like  street  lights  and  water  taps  are  vandalized.  Responses  from 4
respondents comments were poor utilization of social amenities like toilets and public water
makes county government of Nairobi not to maintain physical infrastructure. Some responses
from 6 respondents was that the reason why city council does not maintain roads is because of
congestion some business structures are build on road reserve.
4.3.5 Mention how the County government of Nairobi can improve on infrastructure. 
Respondents were requested how the county government of Nairobi can improve infrastructure
responses were;
Responses from 8 respondents commented that Nairobi City County should allocate finance
kitty for upgrading of infrastructure. County government should involve other stakeholders like
private sectors in finances was responses from 7 respondents. Nairobi City Council should be
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involved in unblocking of blocked drainage system was responses from 4 respondents. Heavy
punishment of those who vandalize the equipment and destroy them was responses from 6
respondents.  Regular maintenance of infrastructure like roads, street lights, toilets and water
taps is important was responses from 8 respondents. Expansion of infrastructure like feeder
roads in the market was responses from 2 respondents. Due to water shortage boreholes can be
another  alternative  for  water  shortage  was  commented  4  respondents.  Responses  from  3
respondents were that County government of Nairobi should request landlords to renovate their
building and install basic amenities for business people.
4.4 Access to finance and performance of MSMEs
4.4.1 What was the source of capital for your business start up?
The  study further  requested  respondents  to  indicate  source  of  initial  capital  when  starting
business. The study findings are shown in table 4.7.
Table 4.7: Sources of Capital
Sources of capital                                Frequency           Percentage
Personal Savings      35          38.5
Mobile banking      15          16.5
Bank loan      13          14.3
Borrowing from relatives and friends      25          27.5
Others        3            3.2
Total      91           100
Table  4.7  the  study  established  that  majority  (38.5%)  obtained  their  initial  capital  from
personal savings followed by borrowing from relatives and friends (27.5%). Only (14.3%) of
the respondents obtained their initial capital from bank loan.  Most respondents obtained their
initial  capital  from sources  that  were  not  attracting  little  or  no interest  rates  like  personal
savings or borrowing from relatives and friends. According to Wanjohi et al, (2008) financial
constraints remains a major challenges facings MSMEs in Kenya. Insufficient financing is a
much problem without enough finances the MSMEs will not be able to execute their business
as opportunities strike hence lose out of them.
Respondents were requested to state other sources of capital and the responses were religious
organization was responses from 3 respondents, 4 respondents got their sources of capital from
Uwezo fund and selling of assets was responses from 2 respondents.
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4.4.2 Please tick the level of annual income in Kshs.
Respondents were further requested to indicate their level of annual income. The study findings
are shown in table 4.8. 
Table 4.8: Annual income
Annual income                                        Frequency          Percentage
Below 50,000      45          49.5
51,000 – 100,000      27          29.7
101,000 – 150,000      12          13.2
Above 151,000        7            7.6
Total      91        100
Table 4.8 shows that majority (49.5%) annual income is below Kshs 50,000 and 29.7% of the
respondent’s annual income is from 51,000 – 100,000.  Only 7.6% of the respondent’s annual
income is above 151,000. 
4.4.3 Have you ever attempted to get credit facilities from microfinance or financial 
institutions?
Respondents  were  asked whether  they have attempted  to  access  credit  facilities.  Table  4.9
shows the study findings.
 Table 4.9: Attempt to get credit facilities
Attempt to credit facilities                       Frequency          Percentage
Yes      52          57
No      39          43
Total      91        100
As shown in table 4.9 the study established that majority (57%) of the respondents had tried to
get credit facilities and 43% of the respondents had not attempted to get credit facilities.  This
concurs with study by Equity Bank (2012) that MSMEs assessing credit in Kenya is a major
challenge to the development and growth of MSMEs and to poor rural and urban households
contribute.
Respondents were requested to state why they do not access credit facilities majority responded
by stating that collateral and other documentation that are required from financial institutions is
hindrance  to  access  credit  facilities  was  responses  from  5  respondents.  3  respondents
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commented that credit facilities take time to get, short repayment period and high lending rates
are some of the hindrances that make MSMEs not to access credit  facilities from financial
institutions was responses from 7 respondents.
4.4.4 Please tick amount of loan you have accessed?
Respondents were further requested to indicate the amount of loan they have accessed. The 
study findings are shown in table 4.10.
Table 4.10: Loan that have been accessed
Amount of loan accessed                       Frequency          Percentage
Below 50,000      53          58
51,000 – 100,000      21          23
101,000 – 150,000        9          10
Above 151,000        8            9
Total      91        100
Table  4.10  shows  that  majority  53(58%)  have  accessed  loan  of  below  Kshs  50,000  and
21(23%) of the respondent’s loan accessed is  from 51,000 – 100,000.  Only 8(9%) of the
respondents have been able to get loan of over Kshs 151,000. The reason why little amount is
accessed  is  because  when borrowing high amount  collateral  and other  documentations  are
required by lending institution and respondents do not have them which become a hindrance to
access large amount of loan. This concurs with study by Tengeh, (2012) in Kenya that most
entrepreneurs  face  the challenge  on how to get  finances  to keep the  business running and
growing. 
4.5 Availability of managerial experience and performances of MSMEs.
4.5.1 For one to start MSMEs one must have knowledge on how to manage business.
Respondents were further requested to indicate whether when starting MSMEs one must have
knowledge on how to manage business. The study findings are shown in table 4.11.  Using
scale of 1-4 where 4 Strongly agree, 3 - Agree, 2 - Disagree, 1 – Strongly disagree. 
Table 4.11:  Knowledge when starting MSMEs
Knowledge managing business         Frequency           Percentage
Strongly agree      29           32
Agree      24           26
Disagree      21           23
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Strongly disagree      17           19
Total      91         100
Table  4.11 shows  that  majority  of  respondents  29(32%)  strongly  agree  that  knowledge  is
important  for  one  to  manage  MSMEs,  24(26%) respondents  agree,  21(23%)  disagree  and
17(19%) strongly disagree that knowledge is paramount  for one to manage business.  This
concurs  with  study  conducted  by  Wanjohi,  (2009)  that  managerial  competencies  have  a
positive influence on the performance of MSMEs.
4.5.2 Is training on managerial skills required by MSMEs?
Respondents  were  further  requested  to  indicate  whether  training  on  managerial  skills  is
required by MSMEs. The study findings are shown in table 4.12. Using scale of 1-5 where 5 To
very great extent, 4 - To great extent, 3 To a moderate extent, 2 – small extent and 1- no extent.
The findings are highlighted in table 4.13.
Table 4.12:  Training on managerial skills 
Training on managerial skills              Frequency           Percentage
Very great extent      35           38
Great extent      29           32
Moderate extent      17           19
Little extent        9           10
No extent        1             1
Total      91         100
Table  4.12  shows that  majority  of  respondents  35(38%) to  a  very  great  extent  agree  that
training on managerial skills is required by MSMES, 29(32%) agree to great extent, 17(19%)
respondents agreed to moderate extent and only 1(1%) at no extent that training on managerial
skills is important.  The findings concur with Colombo & Cassar, (2014) study that business
enterprises owners can improve their ability by assessing opportunities obtaining knowledge
about their business environment and from experience. 
4.5.3 Do you get training on business management skills frequently?
Researcher sought to establish whether MSMEs normally get business management skills
training frequently. using scale of 1-5 where 5 To a very great extent, 4 - To great extent, 3 To 
a moderate extent, 2 – small extent and 1- no extent. The findings are highlighted in table 4.13.
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Table 4.13:  Frequency of training on business management 
Frequency of training                       Frequency           Percentage
Very great extent        3         3.3  
Great extent        8         8.7
Moderate extent      15         16 
Little extent      28         31
No extent      37         41
Total      91       100
Table 4.13 shows that majority of respondents 37(41%) agree that at no extent they do not get
training  on  business  management  frequently,  28(31%)  were  to  a  little  extent,  15(16%)  at
moderate extent, 8(8.7%) at great extent and 3(3.3%) very great extent agree that they normally
get business management training frequently. This concurs with study by Equity Bank, (2012)
in Kenya that marketing and management skills contribute to productivity and profitability of
many  firms  if  this  is  not  properly  addressed  it  can  lead  to  collapse  of  the  business  it  is
important MSMEs attend entrepreneurship trainings frequently.
4.5.4 Does availability of managerial skills and experience determine performance of 
your MSMEs.
Researcher establish further whether availability of managerial skills and experience determine
performance of MSMEs. The findings are shown in table 4.14. Using scale of 1-5 where 5 To a
very great extent, 4 - To great extent, 3 To a moderate extent, 2 – little extent and 1- no extent.
The findings are highlighted in table 4.14.
Table 4.14:  How managerial skills and experience determine performance of MSMEs.
Managerial skills and experience              Frequency           Percentage
Very great extent      30         33  
Great extent      22         24
Moderate extent      26         29
Little extent        9         10
No extent        4           4
Total      91       100
Table  4.14  shows that  majority  of  respondents  30(33%) agree  that  to  a  very  great  extent
availability of managerial skills and experience determine performance of MSMEs. 22(24%) at
great extent, 26(29%) at moderate extent, 9(10%) at little extent and 4(4%) at no extent. Study
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concurs  with  Wanjohi,  (2009)  managerial  experience,  education,  knowledge  and  start  up
experience is paramount.
4.6 Level of education and performance of MSMEs. 
4.6.1 Does your level of education determine performance of your business? 
Respondents were further requested whether level of education affect their business 
performance. The findings are shown in table 4.15.
Table 4.15: Effect on education
Effect on education                             Frequency          Percentage
Yes      49          54
No      42          46
Total      91         100
Table 4.15 shows that majority of respondents 54% agree that level of education affect their
business performances  while 46% responded by saying no. It  concurs with Mbugua et  al.,
(2014) regardless of whether one is operating a small shop, supermarket chain or an enterprise
warrants for adequate education and skills are needed.
4.6.2 Have you attended any training or refresher course on entrepreneurship? 
Researcher sought to establish whether respondents have attended training or refresher course 
on entrepreneurship. The findings are shown in figure 4.4.
Figure 4.4: Attendance of training or course on entrepreneurship
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Figure  4.4  shows  that  majority  of  respondents  64% have  never  attended  any  training  or
refresher course on entrepreneurship and 36% of the respondents have attended the training or
course on entrepreneurship.  It concurs with study conducted by Kiruja, (2013) that quality of
entrepreneurship will depend on improved knowledge to a better customized and delivery of
training programs which results to increased growth of enterprises.
Respondents were requested to give reasons why they have not attended the training responses
were trainer needed some training fee to be paid by MSMEs which they did not have was
responses from 7 respondents, timing of the training was not conducive for MSMEs because of
the workload responses from 5 respondents.  Some MSMEs did not see the need of the training
was responses from 8 respondents, where the training was taking place was far from their place
of work was responses from 5 respondents.
4.6.3 What was the duration of training?
Respondents were requested to state duration of the training. The findings are shown in figure 
4.5.
Figure 4.5: Duration of the training
Figure 4.5 shows that majority of respondents 77% had attended training less than 1 year, 16%
respondents have attended training for duration of 1-2 years and 7% respondents have attended
training  more  than  3  years.  Entrepreneurship  education  is  important  for  MSMEs  daily
56
operation.  It  concurs with study conducted by Mbugua  et  al.,  (2014) that  entrepreneurship
education is part of the total education system that involves the teaching of skills, development
of ideas and skills necessary for job creation of the entrepreneur.
4.6.4 Who offered training?
Researcher further requested respondents to state who offered training. Figure 4.6 shows the
responses of the respondents.
Figure 4.6 : Who offered training
Figure 4.6 Majority of the respondents 45% training was offered by financial institution, while
12% respondents  training  was  offered  by  nongovernmental  organisation,  34% respondents
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training was offered by academic institution and 9% by others organisation.  It concurs with
Nyagah,  (2013)  that  most  bilateral  and  multi-bilateral  agencies,  governments  and
nongovernmental organizations have entrepreneurial training policies in place in order to assist
entrepreneurship development.
Respondents were requested to state the organisation that offered training and their responses
were majority have been trained by financial institution equity bank 12 respondents, Kenya
Women  finance  trust  bank  had  responses  from  4  respondents  and  Faulu  bank  had  2
respondents. Some respondents were trained by nongovernmental organisation Techno-serve
had trained 3 respondents. Uwezo fund, Youth enterprise and religious organisation has each
trained 2 respondents. 
4.7 Performance of MSMEs.
4.7.1 How do you measure the performance of your business?
Respondents were asked how they measure performance of their business. Table 4.16 highlight
the responses.
Table 4.16: How MSMEs measure performances of their business.
Measuring MSMEs performance           Frequency           Percentage
Using sales           62            68   
Using number of customers           18            20
Using number of employees           11            12
Total           91            100
Table 4.16 majority  of the respondents 62(68%) responses was that  they measure  MSMEs
performances  by  using  sales,  while  18(20%)  respondents  measure  performance  by  using
number  of  customers  and 11(12%) respondents  measure  performance  by using  number  of
employees.  It  concurs  with  study  by  Makadok,  (2011)  that  sale  is  often  viewed  as  key
motivator by entrepreneurs and an indicator of performance.
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4.7.2 Ways of improving business performance
The study further requested respondents to state ways  of improving business performance.
Table 4.17 shows the finding.
Table 4.17:  Ways of improving business performance
Ways of improving business performance    Frequency           Percentage
Access to infrastructure             18               20  
Access to finances             60               66
Managerial experience               5                 5
Level of education               8                 9
Total             91             100
Table 4.17 shows that majority of respondents 66% responses was that access to finances can
significantly  improve  their  business  performance,  while  20% responses  was that  access  to
infrastructure  can  improve  way  of  improving  business,  9%  responses  was  that  level  of
education can improve business performance and 5% responded by commenting on managerial
experience can improve way of improving business performance.
4.7.3 Kindly tick on how your business is performing on below various performance 
parameters using scale of 1-5 where 5 To a very great extent, 4-To a great extent, 3-
To a moderate extent, 2 – small extent and 1- no extent.
Researcher requested respondents how business is performing on below various performance 
parameters. Figure 4.7 shows the respondents responses.
Figure 4.7: How business is performing on below various performance parameters. 
Performance 
on various 
business 
performance 
parameters.
To very
Great
Extent
Great 
Extent
Moderate 
extent
Small 
extent
No 
extent
Total
F % F % F % F % F % F %
Increase sales 12 13 14 15 19 21 28 31 18 20 91 100
Business 
expansion
11 12 17 19 21 23 26 29 16 17 91 100
Customer 
retention
14 15 15 16 23 26 25 28 14 15 91 100
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Figure  4.7  shows  how  respondents  commented  on  how  business  is  performing  on  below
various performance parameters. On increase of sales majority of respondents 31% agree to
small extent, 20% responded by commenting on no extent, 21% of the respondents commented
on moderate extent, 15% on great extent and only 13% of the respondent’s responses were to a
very great extent.
Responses on business expansion 29% responded said to small extent, 23% of the respondent’s
responses  were  to  moderate  extent,  17% of  respondents  said  no extent,  15% respondent’s
responses were to great extent and 12% said to very great extent.
Responses on customer retention responses were 28% of the respondents said to small extent,
26%  moderate  extent,  16%  to  great  extent  and  15%  to  very  great  extent  and  no  extent
respectively.
4.8 Limitations of the study
Some difficulties were experienced when collecting responses from MSMEs because of their
workload. Poor cooperation by respondents some respondents were unwilling to answer all the
questions  due  to  ignorance  and  some  decided  to  withhold  some  information  which  they
consider  sensitive  because  business  information  is  confidential.  The  Researcher  had  to
overcome this limitation by producing and showing of her University introduction letter which
helped to introduce her to the MSMEs.Some respondents were also uncooperative they were
fearing of being victimized and some did not  return the questionnaire.   Respondents were
explained the significance of the study and confidentiality was also assured to the respondents.
The  researcher  had  to  wait  when  the  respondents  were  free  so  that  they  could  fill  the
questionnaires and some questionnaires were picked after one week.
4.9 Chapter summary
This chapter has presented the data analysis,  presentations,  discussion, interpretation of the
data collected from the questionnaires and limitations of the study. 
60
CHAPTER FIVE
SUMMARY, RECOMMENDATIONS AND CONCLUSIONS
5.0 Introduction
The chapter focuses on presenting the discussion of key data findings, conclusion drawn from
the findings and recommendation made.  The purpose of this study was to establish  factors
determining  performance  of  Micro,  Small  and Medium Enterprises  in  Gikomba  market  in
Nairobi  County.  The  study answered  the  following  questions  how access  to  infrastructure
determine performances of MSMEs in Gikomba market in Nairobi County, how availability of
finances  determine  performances  of  MSMEs  in  Gikomba  market  in  Nairobi  County,  to
examine how managerial experiences determine performances of MSMEs in Gikomba market
in Nairobi County and how level of education determine performance of MSMEs in Gikomba
market in Nairobi County.
This  chapter  also  presents  recommendations  for  further  studies  on  factors  that  determine
performance of Micro, Small and Medium Enterprises (MSMEs) in Kenya.
5.1 Summary and discussion on findings
The study sought to establish  factors determining performance of Micro, Small and Medium
Enterprises in Gikomba market in Nairobi County. Researcher administered 125 questionnaires
and 91 questionnaires were completed and returned to researcher the response rate was 70%.
Questionnaires distributed contained questions that addressed the objectives of the study.
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5.1.1 Access to Infrastructure and Performance of MSMEs
On access to infrastructure and performances of MSMEs the findings indicate that majority of
the respondents 74% felt that infrastructure determine performance of business while 26% of
the  respondents  felt  that  infrastructure  does  not  determine  performance  of  MSMEs.   The
findings  also  showed  that  if  Nairobi  County  government  can  improve  on  infrastructure
MSMEs in Gikomba market can gain new clients,  repeat clients can be retained, access of
business  could  be  easier  and  increase  in  volume  of  stocks.  On  issue  of  sufficient  light
allocation in MSMEs workspace respondent’s responses were that it determines performance
of MSMEs because majority of the responses were that light is not sufficiently allocated in
their working space and they cannot extend working hours because of insecurity. Majority of
the  respondents  62% felt  that  County  government  of  Nairobi  does  not  maintain  physical
infrastructure  in  Gikomba  market  which  makes  a  problem e.g.  in  rainy season because of
blockage drainage and lack of basic amenities like toilets.
5.1.2 Access to finance and performance of MSMEs
The study established that  most  respondents obtained their  initial  capital  from sources that
were not attracting little or no interest rates like personal savings or borrowing from relatives
and friends. The study also found that respondents annual income is less than Kshs 100,000/=.
Respondents had tried to get credit facilities, but it was a challenge because they could only get
little amount because borrowing a high amount collateral and other documentation are required
by lending institution and respondents do not have them  which become a hindrance to access
large  amount  of  loan.  The  study  concluded  that  overall  access  to  finance  determine
performance of MSMEs in Gikomba Market, Nairobi County.
5.1.3 Availability of managerial experience and performances of MSMEs.
The study established respondents strongly agree that knowledge on how to manage business
determine  MSMEs performances  in Gikomba market  knowledge are paramount  for one to
manage business. The study found that majority of respondents agree to a very great extent that
training on managerial skills is required by MSMEs, but the main challenge respondents face is
that they do not get business management training frequently. Majority of respondents agree to
a very great extent availability of managerial skills and experience determines performance of
MSMEs.
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5.1.4 Level of education and performance of MSMEs. 
On level of education the study established that majority of respondents agree that level of
education  determine  performance  of  MSMEs  in  Gikomba  market.  The  study  further
established that majority of respondents have never attended any training or refresher course on
entrepreneurship. Challenges why respondents did not attend training or refresher course on
entrepreneurship is because some fee payments were needed for one to be trained, timing was
bad because of MSMEs workload, some MSMEs did not see the need of training and training
venue was far. Overall  level  of education determines  performance of MSMEs in Gikomba
market, Nairobi County.
5.2 Conclusion 
The conclusions have been made on the basis of the research findings and conclusions. The
objective of the study was to establish factors determining performance of Micro, Small and
Medium Enterprises (MSMEs) in Kenya. 
On access to infrastructure and performances of MSMEs the study concluded that majority of
the respondents 74% felt that infrastructure determine performance of business while 26% of
the respondents felt that infrastructure does not determine performance of MSMEs.  The study
also concluded that if Nairobi County government can improve on infrastructure MSMEs in
Gikomba market can gain new clients, repeat clients can be retained, access of business could
be easier and increase in volume of stocks. On issue of sufficient light allocation in MSMEs
workspace the study concluded that it determine performance of MSMEs because majority of
the responses were that light is not sufficiently allocated in their working space and they cannot
extend working hours because of security. Majority of the respondents 62% felt that County
government of Nairobi does not maintain physical infrastructure in Gikomba market which is a
problem in rainy season because of blockage drainage and lack of basic amenities like toilets
which determine performance of MSMEs.
On access to finance and performance of MSMEs the study concluded that most respondents
obtained their initial capital from sources that were not attracting little or no interest rates like
personal  savings  or  borrowing  from  relatives  and  friends.  The  study  also  concluded  that
respondents annual income is less than Kshs 100,000/=. Respondents had tried to get credit
facilities, but it was a challenge because they could only get little amount because borrowing a
63
high  amount  collateral  and  other  documentation  are  required  by  lending  institution  and
respondents do not have them which become a hindrance to access large amount of loan. The
study concluded that overall access to finance determine performance of MSMEs in Gikomba
Market, Nairobi County.
On availability of managerial experience and performances of MSMEs the study concluded
that most respondents strongly agree that knowledge on how to manage business determine
MSMEs  performances  in  Gikomba  market  knowledge  is  paramount  for  one  to  manage
business. The study also concluded that majority of respondents agree to a very great extent
that training on managerial skills is required by MSMEs, but the main challenge respondents
face is that they do not get business management training frequently. Majority of respondents
agree  to  a  very  great  extent  availability  of  managerial  skills  and  experience  determines
performance of MSMEs.
On level  of education the study concluded that majority of respondents agree that level of
education determine performance of MSMEs in Gikomba market. The study further concluded
that  majority  of  respondents  have  never  attended  any  training  or  refresher  course  on
entrepreneurship. Challenges why respondents have not attend training or refresher course on
entrepreneurship is because some fee payments were needed for one to be trained, timing was
bad because of MSMEs workload, some MSMEs did not see the need of training and training
venue was far. Overall  level  of education determines  performance of MSMEs in Gikomba
market, Nairobi County.
5.3 Recommendations
5.3.1 Access to Infrastructure and Performance of MSMEs
Access to infrastructure determines performance of MSMEs in Gikomba market.  The study
established  that  the  government  needs  to  maintain  physical  infrastructure.  The  study
recommended  that  it  is  an  overwhelming  task  and  the  government  need  to  involve  other
stakeholders like private sectors in financing. Heavy punishment should be imposed on those
caught vandalism of equipment’s e.g. taps waters and street lights. Shortage of water can be
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overcome by digging of boreholes and illegal structures should be demolished to create feeder
roads which can be used during crisis like fire outbreak.
5.3.2 Access to finance and performance of MSMEs
The study established that  most  respondents obtained their  initial  capital  from sources that
were not attracting little or no interest rates like personal savings or borrowing from relatives
and  friends.  The  study  recommends  that  financial  institutions  and  banks  should  make
innovative policies that make it easy for MSMEs to access financing with them.
5.3.3 Availability of managerial experience and performances of MSMEs.
The study established respondents strongly agree that knowledge on how to manage business
determine  MSMEs performances  in Gikomba market  knowledge are paramount  for one to
manage business. The study found that majority of respondents agree to a very great extent that
training on managerial skills is required by MSMEs but the main challenge respondents face is
that they do not get business management training frequently. Majority of respondents agree to
a very great extent availability of managerial skills and experience determines performance of
MSMEs.
Organisation  like  banking  institutions,  training  institutions  and  Non-Governmental
Organisation should make sure entrepreneurial  training is offered to MSMEs for free.  The
government  should  aid  MSMEs  with  free  training  e.g.  financial  management  will  enable
MSMEs to exploit available business opportunities. 
5.3.4 Level of education and performance of MSMEs. 
On level of education the study established that majority of respondents agree that level of
education  determine  performance  of  MSMEs  in  Gikomba  market.  The  study  further
established that majority of respondents have never attended any training or refresher course on
entrepreneurship.  The  county  government  of  Nairobi,  financial  institutions  and
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Nongovernmental  organisation  should  organise  basic  on  entrepreneurship  for  MSMEs  in
Gikomba market for free.
5.4 Areas for Further Research
The purpose of this study was to establish  factors determining performance of Micro, Small
and Medium Enterprises in Gikomba market in Nairobi County. To facilitate generalization of
the  findings,  this  study  recommends  that  another  study  be  carried  to  determine  factors
influencing MSMEs in rural settings in Kenya. 
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APPENDICES
Appendix 1 : Introduction letter
Veneranda Kamanu,
P.O. Box 29802-00100,
Nairobi,
Kenya.
Dear Respondent,
RE: COMPLETION   OF THE QUESTIONNAIRE
I am a student at Management University of Africa undertaking a research study to achieve
requirement  for  the  award  of  Master  of  Management  and Leadership.  I  am undertaking  a
research project on factors determining performance of Micro, Small and Medium Enterprises
a case of MSMES in Gikomba market, Nairobi County.
I kindly request you to fill in the attached questionnaire so as to assist me in carrying out this
research. If you choose to participate in this project, kindly answer all questions as honestly as
possible and return the completed questionnaires promptly to me.  The information obtained
will be treated with great confidentiality and purely for academic requirements.
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Thank you in advance.
Veneranda W. Kamanu
Master of Management and Leadership (student)
The Management University of Africa
Appendix 11: Research questionnaire 
This research is meant for academic purposes. Kindly complete the following questionnaire
using the instructions provided for each set of question. Please tick (√) in the appropriate box
or write answers in the space provided. 
INSTRUCTIONS
The questionnaire has two parts section I captures respondent’s demographic information, 
whereas section II captures the actual research questions. Data collected from the study will be 
used purely for academic purposes and information given will be treated confidentially. Kindly
don’t write your name on this questionnaire. Tick your responses appropriately and kindly offer
explanation where necessary.
SECTION 1: DEMOGRAPHIC INFORMATIONS
1. Gender
A) Male B) Female     
2. Age bracket (years)
a) 21-30 b) 31-40 c) 41-50
d) 51-60 e) 61-70
3. Highest level of education attained
a) None        b) Primary            C) Secondary           d) College and University    
4. Years worked in the enterprise?
a)  Between 1 – 5 years     b) 6-10 years
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      c) Between 11- 15 years                d) Above 16 years
5. In which business does your MSMEs belong?
Second hand clothes (Mitumba)          Hardwares and Furnitures
Textiles          Fruits
Beverages and Cafeterias          Cereals
Grocery vendors Poultry
SECTION II: RESEARCH QUESTIONS
1. ACCESS TO INFRASTRUCTURE AND PERFORMANCES OF MSMEs
1. Does infrastructure determine performance of your business in Gikomba market?
A. Yes B. No
Please
explain___________________________________________________________
______________________________________________________________________
2. Do you have sufficient light allocated in your working space?
A. Very great extent B. Great extent
C.  Moderate extent D. Little extent
E. No extent 
3. Does county government of Nairobi maintain physical infrastructure within Gikomba
market?
A. Yes B. No
If no explain ________________________________________________________
__________________________________________________________________
4. Mention on how the county government of Nairobi can improve on infrastructure?
______________________________________________________________________
______________________________________________________________________
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2. ACCESS TO FINANCE AND PERFORMANCES OF MSMEs
1. What was the source of capital for your business start up?
A. Personal savings  
B. Mobile banking 
C. Bank loan
D. Borrowing from relatives and friends
F. Other (Specify) __________________________________________
2. Please tick the level of annual income in Kshs.
A. Below 50,000
B. 50,000 <100,000
C. 100,000 <150,000
D. Above 150,000
3. Have you ever attempted to get credit facilities from microfinance or financial
institutions?
A. Yes B. No
If no explain why _______________________________________________________
______________________________________________________________________
/ 4. Please tick amount of loan you have accessed?
A. Below 50,000
   B. 50,000 < 100,000
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C. 100,000 < 150,000
D. Above 150,000
3. AVAILABILITY OF MANAGERIAL EXPERIENCE AND PERFORMANCES 
OF MSMEs
1. For one to start MSMEs one must have knowledge on how to manage business.
Using scale  of  1-4  where  4  Strongly  Agree  3-Agree,  2  –  Disagree  and  1  –  Strongly
Disagree
A. Strongly Agree B. Agree 
C. Disagree D. Strongly Disagree 
2. Is training on managerial skills required by MSMEs?
A. Yes B. No
3. Do you get training on business management skills frequently?
Using scale of 1-5 where 5 Very great extent, 4- Great extent, 3- Moderate extent, 2 –
Small extent and 1- No extent.
A. Very great extent B. Great extent
C. Moderate extent D. Small extent
E. No extent 
4. Does availability of managerial skills and experience determine performance of your 
MSMEs: Using scale of 1-5 where 5 very great extent, 4- great extent, 3- moderate 
extent, 2 – small extent and 1- no extent.
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A. Very great extent B. Great extent
C. Moderate extent D. Small extent
E. No extent 
4. LEVEL OF EDUCATION AND PERFORMANCE OF MSMEs
1. Does your level of education determine your business performance? 
A. Yes B. No
If yes give reasons 
________________________________________________________________________
________________________________________________________________________
2. Have you attended any training or refresher course on entrepreneurship? 
A. Yes B. No
Please explain_____________________________________________________________
________________________________________________________________________
3. What was the duration of training?
A. Less than 1 year B. 1-2 years
C. More than 3 years
4. Who offered training?
A. Financial Institution B. Academic Institution
C. Nongovernmental organisation D. Other
Give examples of institution or organisation that offered training ___________________
________________________________________________________________________
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5. PERFORMANCES OF MSMEs
1. How do you measure the performance of your business?
A. Using sales
B. Using number of customers
C. Using number of employees
D. Others
2. Ways of improving business performance
A. Access to infrastructure
B. Access to finances
C. Availability of managerial experience
D. Level of education
3. Kindly  tick  on  how  your  business  is  performing  on  below  various  performance
parameters using scale of 1-5 where 5 Very great extent, 4- great extent, 3- moderate
extent, 2 – small extent and 1- no extent.
Very great Great Moderate Small     No extent
Extent extent Extent Extent
A. Increase in sales
B. Business expansion
C. Customer retention
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THANK YOU
Appendix iii : Workplan
Activity Feb,
2018
March,
2018
April
2018
May 
2018
June 
2018
July 
2018
August
2018
Sept
2018
Presentation 
of concept 
paper
Prepare and 
Submit 
project 
proposal
Receive 
comments by 
supervisor
Incorporation
of comments
Resubmission
of proposal 
Data 
collection, 
Processing, 
analysis and 
report
Incorporation
of comments 
and 
resubmission 
of final report
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Appendix iv: Activity Budget
Activity Amount in Kshs
Development of research proposal 5,000
Development of tools for and data collection 10,000
Data entry and analysis 7,500
Report writing, editing and project finalization 10,000
Printing copies of report and spiral binding 5,000
Total estimated cost 37,000
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